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WEDNESDAY, AUGUST 21, 1957 


UNITED STATEs SENATE, 
CoMMITTEE ON Pusiic WorKs, 
W ashington, D. C. 

The committee met, pursuant to notice, at 11:40 a. m., in room 412, 
Senate Office Building, Hon. Dennis Chavez, chairman of the commit- 
tee, presiding. 

Present : Senators Chavez, Kerr, Gore, Neuberger, Scott, Carroll, 
Martin (Pennsylvania), Case, Kuchel, Cotton, Hruska, and Rever- 
comb. 

Also present : Senators Schoeppel, Carlson, Hill, Sparkman, Cooper, 
and Kefauver. 

The committee will come to order. 

I would like to ask that the senior Senator from Kansas present the 
candidate to the committee. 

Senator Scuorpret. Mr. Chairman and gentlemen of the committee, 
naturally it pleases me to have this opportunity today to present Arnold 
Jones, a fellow Kansan and a man who I have known for a good many 
years from my home State. 

I need not remind the members of this committee that he, of course, 
is appearing before the committee as a gentleman designated by the 
President to serve as director on this responsible TVA project. 

With the Chairman’s permission, if he would care to, I would 
like to say a few words on behalf of Mr. Jones. 

The CnatrrMan. You may proceed. 

Senator Scrorpren. I will say to the members of the committee very 
frankly that I have known Arnold Jones since the late twenties. I 
recall first knowing about him when my State of Kansas had an 
unfortunate situation that developed in what was known as the 
bond scandal. Mr. Jones at that time was asked by the responsible 
members of my State administration to assist in running down some 
of the ramifications of that most unpleasant and unfortunate situation. 

He participated and took part in that bond scandal series of hear- 
ings that culminated in a number of men being brought before the 
law and “doing time” in penal institutions. He spotlighted at that 
time into the State picture his ability and his carefulness. And I 
might say to the members of this committee that as a result of the 
work that Arnold Jones did on the accounting side of it and in mak- 
ing his presentations, that a bonding company paid off without any 
question the sum of upwards of $5 00,000 in that defalcation. 

My next opportunity of meeting and working with Arnold Jones 
was when I was designated as a member of the public utility com- 
mission, which was the corporation commission in the State of Kan- 
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sas, and that was in 1938 and 1939. We were both designated by 
the then Republican Governor to serve as members of our public 
ratility commission. I want to say that that commission was com- 
posed and consisted of 3 members, 2 members of the majority party 
and a member of the minority party. 

We succeeded and followed a commission that had been designated 
as members to that commission by Walter Huxman, one of the very 
fine Governors of the State of Kansas. He had on that commission 
at that time a justice of the supreme court of my State, Mr. Sloane, 
and a man by the name of Blinko, who was from down in southeast 
Kansas. The other member of that commission was former Con- 
gressman Hoch. Some of you gentlemen might recall him. 

{ served with Arnold Jones on that commission in Kansas for about 
three and a third years. The distinguished Senator from Oklahoma 
here will probably recall that during that period of time in Kansas, 
just preceding this administration that I moved in on, and this 
corporation commission, we put on the statute books of our State the 
conservation laws governing oil and gas, and the legislature made 
a change in what was known as the proration law of the State of 
Kansas at that time. It fell to our responsibility to administer and 
work out that law. 

I want to say frankly what I know about Arnold Jones with relation 
to the handling of the corporation commission. It wasn’t a large com- 
mission as commissions go; something over 200 people were employed 
in responsible positions. We found when we went on that commission 
that some very responsible men had entered those departments, who 
were placed in there by Governor Huxman. 

I will say that the assistant general counsel of that commission was a 

man by the name of Jack Jones. The engineer for the utility division, 
Wayne Limbacher, of the Limbacher family in Kansas, was retained 
and stayed in that responsible position all the time that we were on 
the commission. 

And a fellow by the name of John McCullough, head of the motor 
carrier division, remained on that commission. I mention that for one 
reason: There was no desire to disrupt the orderly working of the 
commission and the operation of that responsible department when 
men were competent. 

I want to mention something because of some newspaper publicity 
about Mr. Jones’ activities in handling some cooperative and some REA 
matters. I want to say frankly to you members of the committee, be- 

‘ause I was chairman of the utility commission of my State, we came 
in at a time when the REA’s in my area were making their bid for cer- 
tificated territories and tariffs. A great many of the utilities i in my 
State had great areas under certification. The REA’s were going in 
and wanting to serve the countryside, and properly so. It is rather 
ironical that the Kansas Cor poration Commission, of which Arnold 
Jones and I were members, together with Mr. Blinko, was confronted 
with a situation where the private utility companies were fighting the 
encroachment on the part of the REA’s. 

In the granting of those certificates that commission that Arnold 
Jones was a member of, granted more certificates in the State of Kan- 
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sas to the REA’s than 2 or 3 commissions preceding us did, or follow- 
ingus. AndIthink we did a splendid job. 

I want to mention one other thing. The distinguished Senator from 
Oklahoma was closely aligned with the situation involving the prora- 
tion and conservation laws of the State and our proration picture on 
ratable take. There was a refinery built in Kansas, bright and spank- 
ing new. It was known as a cooperative refinery. The cooperative 
association, with the people involved, built that new refinery. 

The picture was developed and it was presented to us at that time, to 
our Kansas Commission, that they didn’t have enough oil to run that 
refinery. It fell to the lot of this commission. At that time Arnold 
Jones and I—and again that is where Arnold Jones’ judgment and 
experience came in — were able to work it out so that the cooperative 
refinery at Phillipsburg, Kans., had sufficient oil to run that refinery, 
and I might say here that they have added two other additional refin- 
eries to their chain of refineries in the State of Kansas. 

It is to the credit of the work that Mr. Jones did, and his under- 
standing of the situation, that a number of the major oil companies 
who had oil runs in those areas gave up some of their oil runs on ar- 
rangements worked out where that refinery was permitted to operate, 
and they are still operating today in western Kansas, at Phillipsburg. 

I mention those things to you to show the attitude of Mr. Jones that 
[have known. My experience has been, as I know your experience has 
been, that when you work with men and associate with them, see them 
under fire, see them make decisions, you get a good insight into their 
character, attitude, and cooperativeness. I found Arnold Jones fair. 
I found him openminded. 

We had to work with the legislature of our State. I know what his 
views are with reference to the legislative intent and laws of my 
State. I think that I know, and I think he can demonstrate to you 
men here, what his attitude is with reference to the laws and the 
rules and the regulations passed by the Congress insofar as they affect 
anything that he is being considered for. 

I found him to be honest. I found him to be forthright. He has a 
few characteristics of the Welsh people have—he is a Welshman—and 
I got acquainted with him largely because of the great William Allen 
White of Emporia, Kans., whom I have always admired. 

I know this much from my experience with Arnold Jones: He 
follows the law. And he will not circumvent it. He has a high 
regard for the laws that are on the books and the intent that is in 
back of them. If I didn’t think that I wouldn’t be here, and I am 
sure Arnold Jones wouldn’t be here. 

I know that this committee, as we go into these various and sundry 
phases, in its wisdom and judgment will find him four-square on these 
things. I am for him. He is my friend. But beyond that, he has 
been a competent public official. 

One thing in closing I would like to say. Outside of one position 
that Arnold Jones has taken in the State of Kansas, every single re- 
sponsible position that he has held they have sought Arnold Jones. 
Arnold Jones never sought the job. And that goes for the Reorgani- 
zation Act in Kansas that he took a major part in. 
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He is known practically as the father of municipal accounting and 
procedures throughout the length and breadth of the State. 

I have several letters from Jim McCain, president of the State 
agriculture college. President McCain told me in his letter: 


I understand that Arnold Jones is up for confirmation or is going to come 
before a Senate committee. I understand that there are some who might have 
some views other than what I know about Arnold Jones. If in your judgment 
I can be of any help I will fly back from Europe to testify for him. 


He is president of the Kansas State Agriculture College, and is on 
leave on some matters in Europe at the present time. 

I think that speaks well of Jones. He is a certified public ac- 
countant, as you know. I will vouch for him as to any reasonable 
approach to his responsibilities. 

thank you. 

The Cuarman. I want to thank the Senator from Kansas. I think 
it would be proper to insert at this point in the record a brief bio- 
graphical sketch of Mr. Jones, prepared by the Bureau of the Budget. 

(The biographical sketch of Mr. Jones follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET 


Biographical sketch of Arnold R. Jones of Kansas, who was nominated by the 
President on July 1, 1957, to be a member of the Board of Directors of the 
Tennessee Valley Authority for the term expiring May 18, 1966: 

A. R. Jones took office as Deputy Director of the Bureau of the Budget on April 
23, 1956. Prior to his appointment to this post by the President, he was dean of 
financial administration and chief financial officer of Kansas State College, 
Manhattan, Kans. 

Mr. Jones came to the Bureau of the Budget with a financial, accounting, 
academic, and governmental background. He was comptroller of Kansas State 
College from 1945 to 1953. He became dean of financial administration in 1951 
and is now on leave from the college. 

His government service began in 1933 when he was appointed assistant budget 
director and State accountant of Kansas. In this position, which he held until 
1937, he was responsible for balancing the State budget and implementing the 
uniform accounting and auditing laws applicable to all Kansas municipalities. 
From 19389 to 1942 he was a member of the Kansas Corporation Commission, 
which regulates utilities, railroads, motor carriers and security sales, and pro- 
rates oil and gas production. From 1951 to 1953 he was director of the division 
of administration in the office of the Governor of Kansas. Previously, he 
planned the reorganization of the State’s fiscal affairs. 

Mr. Jones’ academic career began in 1928 when he became an instructor of 
accounting at Kansas State College. He lectured in accounting at Washburn 
University, Topeka, Kans., from 1935 to 1939, and was the university’s treasurer 
and business manager from 1937 to 1939. In addition to his other duties, he 
has been professor of accounting at Kansas State College since 1945. 

He started the practice of public accounting in 1929 while teaching at Kansas 
State College, and became a Kansas certified public accountant in 1931. He con- 
tinued his accounting practice until he entered the Army in 1942. 

He served in the armed forces from 1942 to 1945. During this period he was 
a captain in the Army of the United States assigned to the International Divi- 
sion, Headquarters Army Service Forces. 

Mr. Jones was born on May 30, 1904, at Haddam, Kans. He received a bachelor 
of science degree in business from Kansas University in 1927. He has done grad- 
uate work in economics, personnel, management, and finance at the University of 
Kansas, Kansas State College, Denver University, and the University of Colorado. 
He married Miss Ruth Cress on November 6, 1927. They have a son, Arnold 
Richard, and a daughter, Virginia Louise. 
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The CuHarrMan. It will be necessary for me to go to the floor, 
but the ene will continue. 

Senator Carlson, I am sorry that I won’t be able to hear your 
statement, but I know that Senator Kerr will treat you better than I. 

Senator Kerr (presiding). Does the senior Senator from Kansas 
have a statement to make? 

Senator Cartson. Yes, I would like to have a few minutes. 

I heartily endorse everything Senator Schoeppel said about Arnold 
Jones, 

The people of Kansas know Arnold Jones. They know him for 
his services to our State. In fact, you couldn’t live in our State 
during these past 20 years without having heard of the fine work 
that he has done for our people. 

It was my privilege to serve, as Governor of Kansas, as a member 
of the Hoover Committee on the Reorganization of the Executive 
Branch of the Government. I served on one of the task force com- 
mittees known as the Federal-State Affairs Committee. When I 
became Governor of the State of Kansas I recommended to the legis- 
lature that we create in Kansas a commission on the reorganization 
of the State government, and we called it the Little Hoover Com- 
mission. The legislature approved it, set it up; I made the ap- 
pointments from. outstanding businessmen and leaders in Kansas, 
and appointed Arnold Jones to that commission. He was elected 
chairman of that commission. In fact, after many meetings of the 
committee he was asked to write the reports and the recommenda- 
tions to the legislature of the State of Kansas. 

This reorganization was placed in effect after my service as Gover- 
nor and in the following administration. But Kansas today is bene- 
fiting from the recommendations of the Little Hoover Commission, 
as we called it, largely as a result of the work of Arnold Jones who 
has had many years experience in dealing with the affairs of Gov- 
ernment, the legislative branch of the Government, i in executive posi- 
tions, and, as Senator Schoeppel has stated, he served our people 
honestly and sincerely. 

I cannot urge too strongly that this committee approve the recom- 
mendation that has been sent up to the President for him as a Director 
of TVA. 

I thank the Chairman. 

Senator Kerr. Thank you, Senator Carlson. 

Mr. Jones, I can’t recall when any man ever came before this 
committee with any higher recommendations chee you have listened 
to here by the two distinguished Senators from your State. I trust 
that what they have said about you has not put such a burden on 
you that you will not be able to be at ease and say what you would 
like to say to this committee if you weren’t under the pressure of 
the very high praise to which you have listened. 

I want to put into the record at this point a telegram from the 
assistant general manager of the National Rural Electric Cooperative 
Association of Washington, D. C. 
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(The telegram follows :) 


WASHINGTON, D. C., August 20, 1957. 
Hon. Rosert S. KERrr, 
Chairman, Flood Control, Rivers and Harbors Subcommittee, 
Senate Public Works Committee, Senate Office Building, 
Washington, D.C.: 


We would like to express to you, to the members of your committee, and to 
the Members of the Senate, our vigorous opposition to the confirmation of any 
man to the TVA Board of Directors, who is not completely in sympathy with 
the word and spirit of the TVA Act as administered since 1935. On the basis 
of all of the information we have been able to uncover, we do not believe that 
Arnold Jones can be said to be in sympathy with the TVA program, as con- 
templated by the act, and we, therefore, respectfully request that he be denied 
confirmation. We would further request that if his confirmation is brought 
to the floor of the Senate, that there be a record vote on that confirmation in 
order that the people of the country may know clearly and without question 
who the friends of TVA are. 

JOE JENNESS, 
Assistant General Manager, National Rural Electric Cooperative 
Association. 

Senator Kerr. Do you have a statement, Mr. Jones? 

Mr. Jones. I do not have, Mr. Chairman. I do have additional 
copies of the biographical material that has been put in the record, 
if you would like to have them. 

have just one statement to make with regard to my being here. 
Of course you all know that I am at present with the Bureau of the 
Budget. 

Senator Kerr. I want to say to you quite frankly that none of us 
are going to hold that against you. 

Mr. Jones. I appreciate that, Mr. Chairman, because I was going 
to add to that statement merely that I was here representing myself, 
and nobody else. 

I will be very happy to answer any questions that the members of 
the committee have. 

Senator Kerr. Mr. Jones, first I want to say to you that as far 
as I am concerned, since you come from our Sethoniay State of 
Kansas, my presumption is friendly. 

Mr. Jones. Thank you, sir. 

Senator Kerr. I want to say further that I have the highest sense 
of responsibility with reference to anything that I might do in con- 
nection with the filling of the vacancy now existing on the Board of 
Directors of the TVA. 

The TVA is one of the great developments in this country. It is the 
utility serving a vast area of our country, and many people in that 
area. In the main it is the only utility service that that area has. 
It is not only one of the very fine areas of our country but it is a 
growing, expanding area, and we are all aware of the fact that in the 
expansion of any area one of the very important services and institu- 
tions is that which provides the electric power of the area. 

I believe the record is that our country in 1956 consumed some 16 
times as much electric power as it did in 1920, approximately that. I 
have seen forecasts by responsible industrial engineers, representatives 
of not only great utility organizations but also those connected with 
the operation of public power facilities and those connected with 
organizations manufacturing power facilities in which it had been 
made quite evident that the opinion of those making the forecast is 
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that this country will require maybe 16 times as much electric energy 
35 years from now as it consumed last year. 

I believe that at this time consumption of electric power is running 
at least 10 percent more than it wasa year ago. Thus not only by reason 
of the increasing per capita requirements in an area but also by reason 
of the growth of population and the desire on the part of the people in 
any given area to develop more industrial capacity for their area it is 
quite apparent that large amounts of additional power will be needed 
and required in the area served by the Tennessee Valley Authority. 

In view of the fact that therefore it is the utility for that area, and 
in view of the very apparent situation of their requirements for greater 
and greater volumes of power, insofar as the present structure of the 
area 1s concerned if they are to have that additional power it is going 
to have to be provided by the Tennessee Valley Authority. I would 
like to know of your attitude with reference to how that additional 
requirement for power may be met. 

Mr. Jones. Mr Chairman, there is no question in my mind but what 
the TVA has a public utility responsibility in the area that it is respon- 
sible for, and that it should be in position to finance any additional 
power that is needed—demanded. My feeling is that revenue bonds 
are a legitimate, available, and proper way of financing the additional 
power needs of the area. 

Senator Kerr. Are you familiar with the revenue bond bill that 
was passed by the Senate a few days ago? 

Mr. Jones. Ian, sir. 

Senator Kerr. Would you tell the committee what you think of that 
bill? 

Mr. Jones. I think in the main that it is a bill that would meet the 
situation. I think the TVA could operate under that and meet its 
current responsibilities. 

Senator Kerr. If you were confirmed as a director of the TVA, or 
serving as a director of the TVA or in any way that service on it might 
be made possible, and that bill as now written or as it might be amended 
were enacted by the Congress, what would be your attitude toward the 
administration of it ? 

Mr. Jones. I would do everything in my power to carry out the 
intent as exemplified by the bill. 

Senator Kerr. The intent of whom / 

Mr. Jones. The intent of Congress. 

Senator Kerr. At times there are differences in opinion of the 
Budget Bureau on the one hand, or the Executive for whom the Budget 
Bureau speaks, and the Congress. I am aware of the fact that you are 
an appointee of the Executive and in the Budget Bureau, and I am 
assuming that you have a proper and adequate respect for that position 
and a loyalty to the Executive who appointed you. 

The Tennessee Valley Authority is a creature of the Congress. 
While additional powers granted it or means made available to it fo 
meet the increasing power requirements of its area would have to be 
in xecordance with legislation passed by the Congress and either signed 
by the Executive or passed by the Congress over the veto of the Presi- 
dent if the legislation were vetoed, suppose it were apparent that in 
legislation affecting TVA and providing for its expansion that the 
Congress had prescribed a formula, not entirely consistent with the 
expressed attitude of the Executive or of the Budget Bureau, but 
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nevertheless had by legislation provided a means and made it clear 
that it wanted expansion within the limitations and specifications of 
its legislation, how would you feel if you found yourself confronted 
with a sympathetic and effective administration of law as passed by 
Congress on the one hand, or operating maybe in accordance with the 
desires of the Bureau of the Budget which might not be entirely con- 
sistent with the sympathetic understanding of that congressional ex- 
pression? Which way would you go? 

Mr. Jones. C ertainly as long as I remained a Director of the TVA 
my primary responsibility would be the TVA. I would in no sense 
be a captive of the Bureau of the Budget. In fact, I feel that the fact 
that I am well acquainted with all of ‘the operations of the Bureau of 
the Budget would be of some advantage in bringing the two groups 
to an underst: inding where there are any difference es of opinion. 

Personally, I think that the differences of opinion have been over- 
emphasized. 

Senator Casr. Mr. Chairman, would you yield for one question at 
that point ? 

Senator Kerr. Yes. 

Senator Case. Mr. Jones, in other words, if you took the oath as a 
director of the Tennessee Valley Authority, you would feel that your 
first responsibility was to carry out the responsibilities of that position 
under the law and your oath? 

Mr. Jones. Yes, sir. 

Senator Martin. Would you yield? 

Senator Kerr. Yes. 

Senator Martin. Have you read the original law creating the Ten- 
nessee Valley Authority ? 

Mr. Jones. Yes, sir; I have. 

Senator Martin. Do you feel that you could administer the affairs 
of TV A as outlined by that original law and by subsequent legislation ? 

Mr. Jones. Yes, sir; I do. “T have studied the law carefully, par- 
ticularly in the last 6 weeks, and I say without hesitation or reserva- 
tion that I can so administer it. - 

Senator Kerr. I want to get a copy of the oath of office from the 
staff. Have you read it? 

Mr. Jones. I have not read the oath. The oath provides for alle- 
giance to the Constitution, and there is provision in the act which 
states that anyone who becomes a director must profess a belief in 
the wisdom and feasibility of the TVA Act. I have not seen an oath 
other than that. 

Senator Kerr. I think the requirement is to be found in section 831 
of title 16, United State Code. Do you have that ? 

Mr. Jones. I have a copy of the TVA Act. 

Senator Kerr. Do you have a copy of the provision that I have 
referred to? 

Mr. Jones. It is in the House report. That is the House report on 
the Davis bill. 

Senator Kerr. There shouldn’t be too much trouble to get this vol- 
ume of the United States Code. 

Mr. Jones. The oath is farther on, Mr. Chairman, which is the or- 
dinary oath of allegiance to the Constitution, in addition to this re- 
quirement that each Director shall profess a belief. 


— 
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Senator Kerr. That is the way I remember it. What I was looking 
for was the exact language of the requirement. 

You are aware that there is a unique requirement in this law with 
reference to the attitude of the person taking the regular oath of 
office ¢ 

Mr. Jones. Yes, sir. 

Senator Kerr. Do you have the slightest reservation in your mind 
with reference to that requirement ? 

Mr. Jones. I do not. 

Senator Kerr. In other words, I understand that your statement 
would be that if confirmed or put into this position, it would be your 
purpose to administer the law with reference to this authority and its 
operations in a way consistent with the letter and spirit of the enact- 
ments of the Congress pertaining to it ? 

Mr. Jones. Yes, sir. 

Senator Kerr. And in aw ay to carry out in a sypathetic and ef- 
fective manner the purposes for which the Tennessee Valley Authority 
was created and is now being operated ¢ 

Mr. Jones. Yessir. 

Senator Kerr. “All members of the Board shall be persons who pro- 
fess a belief in the feasibility and wisdom of this act.” I think that is 
probably the language. 

Mr. Jones. And then there is an additional oath. 

Senator Kerr. That is right, the regular oath; everybody takes 
that oath. 

Senator Hruska. Mr. Chairman, may we have inserted in the record 
at this point the provision with reference to the oath in the statute ? 

Senator Kerr. Yes. 


All members of the Board shall be persons who profess a belief in the feasibility 
and wisdom of this act. 


Page 10: 

Each member of the Board before entering upon the duties of his office shall 
subscribe to the oath or affirmiation to support the Constitution of the United 
States and faithfully and impartially perform the duties imposed upon him 
by this act. 

Senator Hruska. Thank you, Mr. Chairman. 

Senator Kerr. That is all for the moment, Mr. Jones, from me. 

Senator Martin ? 

Senator Martin. You were very kind to yield to me a moment ago. 
That was the question I wanted to ask. I don’t believe I have anything 
further. 

Senator Kerr. Very good. 

Senator Gore ? 

We have about 10 minutes. 

The Senator from Tennessee said it will take him a good deal longer 
than that and he would rather not start. 

Senator Case, would you want to use that time? 

Senator Case. I think I can conclude what I want to ask in Jess time 
hina that. 

Mr. Jones, I have read this statement, this memorandum from the 
information office of the Executive Office of the President. 

Was that placed in the record, Mr. Chairman? 
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Senator Kerr. Yes. The chairman, the Senator from New Mexico 
placed that in the record. 

Senator Casr. Have you seen this résumé of your personal ex- 
perience that has been placed in the record ? 

Mr. Jones. Yes, sir. 

Senator Case. By that it would indicate that your experience is 
primarily in the accounting field ; is that correct ? 

Mr. Jones. That is correct. 

Senator Case. And you were comptroller of Kansas State College 
and dean of financial administration ? 

Mr. Jones. That is right. 

Senator Case. During your leave from the college you have been 
an assistant in the Office of the Bureau of the Budget ? q 

Mr. Jones. Deputy Director of the Bureau of the Budget. 

Senator Case. So that all your professional life you have been 
in the governmental or accounting service, and in the auditing or 
accounting sections of Government primarily when you have been 
in Government ? 

Mr. Jones. That is correct. 

Senator Case. With the exception of your Army experience? 

Mr. Jones. Thirty-eight months in the Army; yes, sir. I was 
going to add that a xood deal of that experience was on a managerial 
level, rather than accounting. 

Senator Case. Technical accounting? 

Mr. Jones. Rather than accounting. Technical accounting level. 

Senator Csr. Have you had occasion to study the reports of the 
Tennessee Valley Authority ? 

Mr. Jones. Yes, sir. 

Seaort Case. In your judgment is there a field there for some 
one on the board who could address himself to financial management ? 

Mr. Jones. Very definitely; particularly the matter of revenue 
bonds. 

If I may recite the situation, the single experience I have had with 
revenue bonds, during the period of time that I was aw ‘ay from the 
college at the University of Colorado in the fall of 1953, it ad eloped 
that the college expected to issue revenue bonds to build a union 
building. Had I been at the college it would have been my eel 
sibility, and it appeared there was no one to take care of them, so 
I cut my leave short and came back. 

We sold the bonds in the spring of 1954. Only a million dollars, 
I admit, but nevertheless the principles are the same. We prepared 
a bond prospectus, obtained competitive bids, and sold our bonds 
on approximately the same day that the University of Utah sold 
theirs. We sold ours for 2.7436 interest rate. They sold theirs for 
3.09. "They had one bidder. We had 20. 

I feel that my work in connection with that resulted in a saving 
in the neighborhood of $75,000 to $100,000 on the million-dollar 
issue over its 40-year life. 

I merely cite that to indicate that I have had that experience with 
the issuance of revenue bonds. 

Senator Case. When you were a member of the utility division in 
Kansas, did the responsibilities of that commission include super- 
vision of utilities that themselves market electric power? 
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Mr. Jones. It covered all utilities, railroads, trucks, electrical utili- 
ties, and telephone utilities. 

Senator Casr. When these utility companies issued bonds, did the 
laws there provide for any review or examination of those bonds by 
the utility commission ? 

Mr. Jonrs. Not as such, except that we did approve the necessity 
of additional financing. We did not approve the specific terms or 
the marketing methods. 

Senator Casr. You didn’t have the responsibility of an ordinary 
securities commission ? 

Mr. Jones. No. 

Senator Casr. But you did have a relationship which caused you 
to evaluate the bonds in relation to rates perhaps for the soundness ? 

Mr. Jones. Rather the necessity of additional financing. 

Senator Case. Mr. Jones, are you at the present time still with the 
Bureau of the Budget ? 

Mr. Jones. Yes, sir. 

Senator Case. You have not taken any interim duties with the 
Tennessee Valley Authority ? 

Mr. Jones. No, sir; I have not. 

Senator Case. Your knowledge is based entirely upon your study 
of the statutes ? 

Mr. Jones. That is correct, sir. 

Senator Case. Mr. Chairman, I think that the information that has 
been presented—and I know that will be developed—will pretty well 
cover what I have in mind. I think that the Tennessee Valley Au- 
thority might regard itself as fortunate, and the people in the — 
as fortunate, that the President should nominate a man with as muc 
lifetime experience in the field of responsibile budgeting and account- 
ing experience and managerial experience in the fiscal field that Mr. 
Jones has had. I think he is remarkably well qualified for this posi- 
tion, and I hope that the committee will so feel when it concludes its 
hearing. 

I may want to ask some additional questions. At the present time 
that is all that I care to ask. 

Senator Kerr. I want to thank the Senator from South Dakota and 
I want to make this statement: The junior Senator from South Dakota 
has proven to me beyond question of the slightest doubt, by his un- 
tiring efforts in this and on the floor in connection with the TVA 
financing bill recently passed by the Senate, that he speaks not only 
as a man who is one of the great authorities on the Tennessee Valley 
program but also one of its great friends in the Congress. 

Senator Casr. Mr. Chairman, I would like to disclaim being any 
expert or any authority on the matter, but I was basing my remarks 
about Mr. Jones in part on the response to the questions you asked 
with regard to his acquaintance with and sympathy with the bill 
which we recently passed. I regarded that as legislation important 
to the Tennessee Valley Authority and I would not want to have some- 
one appointed who would not seek to carry out the provisions of the 
financing act for the Tennessee Valley Authority. 

Senator Kerr. That is fine but I will not change my statement about 
you being an authority because I want to say that you and the dis- 
tinguished Senator from Tennessee, Senator Gore, took on a terrible 
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responsibility in connection with that bill. You men had to operate 
on such a basis as to make me at time look like an authority on the 
subject, and the success that you had with that was so impressive so 
far as my reaction to it is concerned, that I can only pay tribute to you 
and Senator Gore not only as great authorities on that question but 
as also the men who enabled me to get some slight knowledge of it. 

Senator Case. That makes you a prejudiced witness. 

Senator Gore. Would you yield to me for a slight comment? 

Senator Kerr. Yes. 

Senator Gore. I want to say that the distinguished senior Senator 
from Oklahoma can take the least amount of information and look 
and act more authoritative than any man in the world. 

Senator Kerr. I want to say to my friend that I accept those words 
as being friendly in nature, but I have had them said by those who 
weren’t. 

Senator Scott, do you have any questions ? 

Senator Gore. Excuse me. I meant to say that you required the least 
amount of preparation to become thoroughly knowledgeable. 

I remember upon one occasion, when we needed a speech made in 
the debate in 1954 on the Atomic Energy Act, and I came to the senior 
Senator from Oklahoma and suggested that we needed a speech made 
on the basic details of the patent questions, and the Senator said, 
“What is it?” I had prepared about one page, and he spoke for three 
hours and a half, authoritatively. 

Senator Kerr. That shows you that a little learning can become a 
dangerous thing. 

Senator Scott ? 

Senator Scorr. After listening to these two good Senators from 
Kansas, the only question that I had in my mind, the candidate we are 
considering right now, he had to bring two big files with him to prove 
his good conduct. I don’t think he needed to do that. 

Senator Kerr. That is a very pertinent and apt remark, as the dis- 
tinguished Senator from North Carolina is always capable of making. 

In view of the fact that it is now almost 12:30 and we had intended 
to recess at 12:30, we will recess until 2 o’clock, at which time Senator 
Gore will ask his questions. 

(Thereupon, at 12:26 p. m., the committee was recessed, to recon- 
vene at 2 p. m., this same date. ) 


AFTERNOON SESSION 


Senator Gore (presiding). The committee will come to order. 
The committee is in receipt of a letter from Senator John Stennis, 
of Mississippi, which will be printed in the record at this point. 
(The letter referred to is as follows:) 
UNITED STATES SENATE, 


COMMITTEE ON APPROPRIATIONS, 
August 20, 1957. 
Hon. Rosert S. Kerr, 
Chairman, Subcommittee on Rivers and Harbors, 
Senate Public Works Committee, United States Senate. 

Dear SENATOR Kerr: It is with sincere regret that I find myself unable to 
attend the hearing of your subcommittee scheduled for 10 o’clock Wednesday, 
August 21, on the nomination of Arnold Jones to be a director of the Tennessee 
Valley Authority. 
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If it were not for the fact that, as chairman of a Senate Armed Services 
Subcommittee, I had previously scheduled hearings at the same time, I would 
attend. These hearings will be held on legislation emanating from the Cordiner 


report, and we are expecting witnesses to travel great distances in order to be 
in attendance tomorrow morning. 


I am keenly interested in the TVA appointment from the points of view of 
the nominee, the public interest, and the TVA. The tenure of this position and 
the great responsibility attendant thereto make it a vital appointment and 
one which is certain to affect greatly my section of the country, including my 
home State of Mississippi. 

The unique oath requirement found in title 16, United States Code, section 
831g is an added aspect of the importance of the office. The oath indicates a 
sympathetic attitude of the nominee for the goals of TVA, which is an important 
part of his qualifications. It should be so regarded if the Senate is to exercise 
its statutory responsibilities with respect to confirmation of directors of this 
great national asset, the TVA. ; 

I know that your great ability will insure that the hearings will be conducted 
in a fair, impartial and statesmanlike manner, and am sorry I will be necessarily 
absent. 

Sincerely yours, 
JOHN STENNIs. 

Senator Gore. Mr. Jones, do you sincerely believe in the wisdom 
and feasibility of the TVA Act? 

Mr. Jones. Yes, sir. 

Senator Gore. What do you understand the TVA Act to be? 

Mr. Jones. As I understand the history of the TVA Act, it grew 
out of the inactive Muscle Shoals plant. When President Roosevelt 
sent a message to Congress on the 10th of April 1933 he indicated 
that he felt the plant should be put to use, and that an ageney 
should be created to make use of the plant and to develop the Tennes- 
see Valley as a unified valley. 

I believe he said in his message something to the effect that he 
would like to create an agency which had the powers of government, 
with the flexibility of private business. The act was passed on the 
18th of May, I believe, in 1933 

The act itself named a number of priorities. I believe, Senator 
Hill, you were one of the authors of that act. 

The first priority was flood control. The second priority was 
navigation. The third, I believe was the power. The fourth was 
munitions and fertilizer. And the fifth was a general developmental 
responsibility in the valley. All of these things are objectives which 
I think are good. 

Senator Gore. What do you understand the unified and integrated 
development of a river valley to encompass in concept, with particular 
reference to the TVA Act? 

Mr. Jones. The first, of course, is the matter of flood control, naviga- 
tion, and power as a byproduct of the flood control and navigation. 

Secondly, particularly in an area that may not have developed quite 
as rapidly as other areas, as I believe was the case in this area at that 
time, the question of rebuilding the soil, the question of making cheap 
power available for development of the area, and helping the people 
to understand how to use those resources. 

Senator Gore. In section 23 of the act, there are six general pur- 
poses stated. One of those is the economic and social well-being of 
the people living in said river basin. 

Mr. Jones. Yes, sir. 


96528—57——_-2 
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Senator Gore. Do you consider it properly an undertaking of the 
Federal Government to sponsor, promote, assist with, and in a prac- 
ical and feasible way bring about the economic and social well-being 
of the people living in the river valley? 

Mr. Jones. In that particular section, Senator, that authority, 
of course, was given to the President. He has, in turn, delegated it 
to the TVA Board. Section 22 and section 23 are authorities of the 
President delegated later by, I believe, Executive Order 6161, June 
8, 1933, to the “TVA Board. 

My answer to that would be this: That if the Congress of the 
United States sets up an agency to do those things, so far as I am 
concerned, that makes it a responsibility of the Federal Government. 

The policy decision seems to me is a congressional decision. If 
I had the responsibility for administering it, I would administer it 
according to that policy. 

Senator Gore. In your opinion, is it an act of wisdom for the 
Federal Government to undertake an integrated social, economic, and 
industrial development of a river valley region ? 

Mr. Jones. You are asking now whether I think the Congress should 
declare such a policy ; is that correct? 

Senator Gore. I am asking you whether, in your opinion, it was and 
is an act of wisdom for the Congress to enact such a statute for the 
Federal Government in compliance therewith to undertake such an 
integrated social, economic, and industrial development of the river 
valley ? 

Mr. Jones. Asan experiment in this case, yes. 

Senator Gorr. Why do you say “an experiment in this case” ? 

Mr. Jones. I would have some hesitation to say that this ought to be 
done in every valley throughout the country. TVA has been a demon- 
station of what can be done with integrated development. 

Senator Gore. Do you think that it was wise for the Congress to 
pass the TVA Act? 

Mr. Jones. Yes, sir. 

Senator Gore. Do you think that it is an act of wisdom for the 
Government to continue the integrated development of that river 
valley ? 

Mr. Jones. Yes, sir. 

Senator Gorr. And do you encompass in your answer “economic 
development” ? 

Mr. Jones. Yes, sir. 

Senator Gore. Malaria control ? 

Mr. Jones. Yes, sir. 

Senator Gore. Reforestation? 

Mr. Jones. Yes, sir. 

Senator Gore. Improvement of soil ? 

Mr. Jonss. Yes, sir. 

Senator Gore. You are saying to the committee that you believe, 
without any purpose of evasion, that the TVA Act is wise and feasible 
in its concept ? 

Mr. Jones. Yes, sir. 

Senator Gorr. Have you participated in any of the recent recom- 
mendations of the Bureau of the Budget ? 

Mr. Jones. Not since my name has been sent to the Senate for con- 
firmation, no, sir. 
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Senator Gore. Did you participate in the recommendations, within 
the last 2 years, in the development of policy which resulted in recom- 
mendations to the Congress, that the integrated and unified functions 
of the TVA be broken up and that TVA be more or less confined to 
power operation ? 

Mr. Jonrs. No, sir. 

Senator Gore. Do you think that would be wise? 

Mr. Jones. I do not. 

Senator Gore. Are there provisions in the act, since you have studied 
it, about which you have doubts at this time ? 

Mr. Jones. No, sir. 

Senator Gorr. You said this morning, I believe, that you thought 
the revenue from the sale of bonds was a feasible and available method 
by which vertical expansion of the TVA power facilities could be ac- 
complished ? 

Mr. Jones. Yes, sir. 

Senator Gore. When you said that it was available, you presumed 
the enactment of such authority by the Congress? 

Mr. Jones. That’sright. It is not now in the act. 

Senator Gore. In the event such methods of raising revenue are not 
available, not permitted, how do you think the TVA Board of Directors 
should proceed to meet its obligation as the sole supplier of electricity 
to some 5 million people ? 

Mr. Jones. As long as the appropriations are not made for that pur- 
pose, I know of no other way of doing it than by revenue bonds. 

Senator Gore. In the event the Congress declines to enact authority 
for the issuance of revenue bonds, yet the responsibility of an operating 
utility in the region remains, will you as a member of the Board of 
Directors of the TVA request and recommend a further investment 
in power facilities by the Federal Government by means of further ap- 
‘propriations ? 

Mr. Jones. Of course, I would be only 1 of 3. If I found my- 
self in that situation, and the facts established that there was a need 
for appropriations, as far as I would be concerned, I would so recom- 
mend. 

I would like to add, that if I were not successful in carrying out the 
responsibilities that I had, I would not remain as a Director. 

Senator Gorr. Do I understand by that that you mean for this 
committee to understand that if you are confirmed to this position for 
which you have been nominated, it will be your purpose to exercise an 
independent judgment as a member of the Board of Directors? 

Mr. Jones. Definitely. 

Senator Gore. Do you mean that you would exercise that responsi- 
bility independent of the directives or the whims of the Bureau of the 
Budget ?. 

Mr. Jones. Yes, sir. 

Senator Gore. Would you hesitate to inform the Congress or its 
congressional committees, upon request from them, of any difference in 
point of view that you might hold with the Chairman or with the 
majority of the Board or with the Bureau of the Budget? 

Mr. Jones. I would certainly respond to any questions from the 
Congress, or any committee of the Congress. ‘ 

Senator Gore. Are you familiar with the recommendations of the 
Bureau of the Budget that the functions of the TVA be broken up and 
delegated to various governmental agencies ? 
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Mr. Jones. No, sir, I am not. 

Senator Gore. You are not acquainted with that? 

Mr. Jonres. Not with that recommendation, no, sir. 

Senator Gore. Mr. Jones, did you apply for this position ? 

Mr. Jones. Asa Director of the TVA ? 

Senator Gorr. Yes. 

Mr. Jonzs. No, sir. 

Senator Gore. Who first mentioned to you the possibility of your 
nomination ? 

Mr. Jones. My first discussion with regard to this nomination was 
with Mr. Brundage. 

Senator Gore. Mr. Brundage ? 

Mr. Jonns. Yes. 

Senator Gorr. Will you relate to us the substance of that conversa- 
tion ? 

Mr. Jones. As has been indicated in the press recently, it was my 
plan during the summer to return to my teaching work at Kansas 
State College this fall. I was discussing that with Mr. Brundage. 
He was urging me to stay and asked me whether or not I might be 
interested in being on one of the regulatory commissions. 

I answered in the negative and said to him that I think I can doa 
good job on the TVA Board. He thought that was the appropriate 
thing and took it from there. 

Senator Gorr. As I understand you, he mentioned to you the pos- 
sibility of your appointment to one of the regulatory agencies, and 
you expressed instead interest in the TVA Board of Directors 

Mr. Jones. That’s right. I said I thought I could do a good ‘ob on 
the TVA Board. 

Senator Gore. Did you first mention the possibility to him, or did 
he mention TVA along with other independent agencies on which 
there might be vac ancies ! 

Mr. Jones. As a matter of sequence, I mentioned it first. 

Senator Gore. You mentioned it first ? 

Mr. Jones. Yes, sir. 

Senator Gore. What occurred thereafter with respect to this partic- 
ular nomination, to your knowledge / 

Mr. Jones. As far as my knowledge i is concerned—and I would like 
to point out that I would hope this would not get into White House 
conversations. 

Senator Gore. Do you mean 

Mr. Jones (interposing). Our series of questions. 

Senator Gore. Here? 

Mr. Jones. Yes. 

Senator Gore. I have no intention of inquiring into any confer- 
ence between you and the President. I will ask you later on if you 
did discuss it with the President. 

You may proceed. 

Mr. Jonzs. The next contact I had was to discuss it with Gerald 
Morgan at the White House. He asked me to come to his office and 
I did discuss it with him and said I was interested. I have also dis- 
cussed it with Mr. Persons, of the White House. 

Senator Gore. Did you, at any time, personally discuss it was Presi- 
dent Eisenhower ? 

Mr. Jones. I have not. 
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Senator Gore. Did you discuss it with Mr. Sherman Adams? 

Mr. Jones. I have not. 

Senator Gore. Have you discussed it with any persons in the White 
House staff or the Bureau of the Budget, other than the three whom 


you have mentioned ? 


Mr. Jones. So far as the appointment is concerned, I have not. 
Now, as a matter of practicality, everybody realizes that this appoint- 
ment has been before the Congr ess for nearly 2 months, and many 
people have mentioned it to me. 

Senator Gore. But insofar as the appointment is concerned, you 
have discussed it from the standpoint of decision with no one but 
these three ? 

Mr. Jones. That’s right. 

Senator Gore. Did you have a discussion with any of these three 
with respect to policies of the TV A ? 

Mr. Jones. No,sir. 

Senator Gore. Did any of these three ask you for any commitment 
with respect to policies you would follow if nominated and confirmed ? 

Mr. Jones. No,sir. 

Senator Gorr. Did you give any? 

Mr. Jones. No, sir. 

Senator Gore. Has anyone else asked you for any commitment ? 

Mr. Jones. No, sir. 

Senator Gore. Have you given any ? 

Mr. Jones. No, sir. 

Senator Gore. Do you consider yourself now free of obligations, 
official, personal, or economic, to follow an independent judgment as 
you may see the light as a member of the TVA Board of Directors? 

Mr. Jones. I do, and I would like to qualify that by this statement : 
Obviously I am appreciative of the fact that the President has enough 
confidence to send my name to the Senate. Obviously, I would consider 
very seriously any policy that he would lay down. 

I am not talking about the Bureau of the Budget or anyone else; 
I am talking about the President of the United States only. And 
certainly I would be inclined to, if it were reconcilable, to do what he 
asked me to do. 

I would like to add again, if I were not able to do that, and he still 
insisted, I would not remain as a Director of the TVA. 

Senator Gore. Do I correctly understand you to say that, one, you 
are grateful to the President for his nomination of you to this position ? 

Mr. Jones. Yes, sir. 

Senator Gore. With that I agree; you should be. You would not 
be a proper man for any position unless you did have gratitude. 

Do I correctly understand you to say that you would undertake to 
comply with policies, recommendations, and requests of the President 
of the United States made to you as a member of the TVA Board of 
Directors, insofar and so long as you could find it compatible with your 
oath of office as a member of the TVA Board of Directors and your 
independent judgment as to your responsibilities in such position ? 

Mr. Jones. That is correct. 

Senator Gorn. And thirdly, that if you found that you could not 
find compliance with such a ‘Presidential request or recommendation 
compatible with your responsibilities, so stated, then you would sub- 
mit your resignation ? 
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Mr. Jones. That is correct. 

Senator Gore. You have given emphatic statements, Mr. Jones, of 
your ability, your freedom, and your determination to exercise an 
independent judgment. Now, what is your judgment about the feasi- 
bility and wisdom of public power ? 

Mr. Jones. I would like to answer that in two parts. Number one, 
feasibility : Obviously a well-managed public power project is feasible. 
TVA is one, and of course, there are others. 

So far as the wisdom of all power being public power, I would have 
to have this reservation: It ismy feeling that the customers, the people, 
are entitled to the least expensive power that can be provided. It is 
my conviction that the demand for that power is such that it is going 
to take private power, municipal power, power districts, and public 
power to supply that. 

I have no—I can’t think of quite the word that I want 

Senator Kucuet. Doctrinaire. 

Mr. Jonzs. Doctrinaire feelings about whether it should be one or 
the other. My feeling goes to the proposition that the people are en- 
titled to the power and somebody ought to furnish it. 

Senator Gore. Do you entertain any antagonism toward public 
power development if the people of a region, a community, or a State 
determine that it is their desire to obtain power from public power 
sources ¢ 

Mr. Jongs. I have no animosity to them at all. I think people are 
entitled to do what they want to. 

Senator Gore. Is it fair to assume from your answer that you think 
there is both room and need for public and private power agencies in 
the United States? 

Mr. Jongs. Yes, yes, I think so. 

Senator Gore. Do you think that an operating utility within a given 
area, from an economic standpoint, justifiably should be monopolistic 
in character ? 

Mr. Jonzs. I think the economics of the industry are such that it is 
in general more economic to not duplicate facilities, yes. 

Senator Gore. If you are confirmed as a member of the TVA Board 
of Directors, would you resist the invasion of the TVA service area by 
private utilities, or would you invite it ? 

Mr. Jones. I certainly would not invite it. I know of no instru- 
ments available for resisting it except that the Congress may provide. 
or the State legislature. 

Senator Gore. There was an instrument of invasion which came 
about before your identification with the Bureau of the Budget. That 
was the Dixon-Yates contract, by which it was proposed to let a pri- 
vate concern, by subsidized contract, supply a large block of power 
into the TVA area. I doubt if it would be quite fair to ask you to 
express an opinion on the difficulties on the Dixon- Yates contract when 
you had no part in it. 

I want to say to you, Mr. Jones, that I hope you will not interpret 
any questions I may submit to you as being unfair. If you think they 
and if there is any doubt about them being fair, then I will withdraw 
them. I have no intention of being unfair to you. 
are, just so indicate. I will examine them with the greatest of care, 

I hope that you will understand that the people of the Tennessee 
Valley are somewhat like the child who has been burned by fire. They 
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are skeptical. By nature I am not very skeptical; I am inclined to 
be trusting. I enjoy being trustful of people. 

I must say to you in all candor—I do not request that you comment 
on it, but I think I should say to you—the people I represent have had 
some disconcerting experiences, disturbing experiences. 

A candidate for President came to the valley and made not 1 speech 
but 2, making emphatic promises that the TVA would be operated 
at maximum efficiency. Not only that, he sent a wire the day before 
election which was published on the front pages of all the newspapers. 
Against my advice at the time the emul accepted those promises, 
gave them full faith and value. 

Senator Kucner. You weren't trusting on that occasion. 

Senator Gore. Senator Kuchel, when I said I was trustful, I didn’t 
mean that I would trust anything and anybody. But the fact stands 
that the majority of the people in Tennessee did accept those promises 
at full face value. Soon thereafter that same man was calling TVA 
“creeping socialism” and has been its worst public enemy. 

Then the present Chairman of the TVA Board was nominated. I 
was then a member of this committee and asked a number of ques- 
tions, reasonably penetrating questions, I thought. He answered the 
questions correctly, from our point of view, but he hasn’t acted that 
way since. 

He has acted as if his first conception of his responsibility was to 
ascertain the whims or the wishes of the Bureau of the Budget and 
that his full responsibility was to carry them out. 

Therefore, in asking you these questions, I hope you will under- 
stand that we are like the child who has been burned by fire. You 
have answered quite forthrightly, and I must say that thus far, from 
my point of view, you have been manly in your answers. 

e are still perplexed about what has happened to us. 

Why did you wish to leave the Bureau of the Budget and go back 
to your position in Kansas? 

Mr. Jones. As Senator Schoeppel pointed out this morning, I was 
asked to be a member of the Budget Bureau, as Deputy Director. I 
have appreciated it very much and I have found it to be a wonderful 
experience. 

I am a lifetime member of the faculty of Kansas State College. 
I have not been teaching for some time. I taught a number of years 
ago. Ienjoy teaching. I want to go back to teaching if I can’t find 
someplace that I can be of great service. 

If I were to stay with the Bureau for another 3 years, it would 
probably be too late for me to go back to teaching. So I made the 
decision that I would go now. And this is the discussion that I 
described a while ago with Mr. Brundage. 

Senator Gorr. Were there any disagreements between you and 
Mr. Brundage while you were in the Bureau of the Budget ? 

Mr. Jones. None whatsoever. Mr. Brundage is a fine man and I 
have enjoyed working with him. 

Senator Gore. Will you relate to us just what decisions regarding 
the TVA were made by the Bureau of the Budget in which you 
participated ? 

Mr. Jonegs. I can’t recall all of the possibilities on that. In general, 
I sat in on the preparation of the 1958 budget. TVA was, of course, 
included in that. The President’s budget for the year 1958, in which 
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we recommended an appropriation of some $14,700,000, as I recall, 
including, incidentally, one to finish some 7 steam power units. 

I recall no other item where I peeeter ina decision. The com- 
mittee does have a letter which I signed, and I am sure you will want 
to inquire about that. 


(The letter referred to is as follows:) 
EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., April 29, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, 
412 Senate Office Building, Washington 25, D. C. 

My Dear Mr. CHAIRMAN: This will acknowledge your letter of April 15, 1957, 
inviting the Bureau of the Budget to comment on S8. 1855, a bill to amend the 
Tennessee Valley Authority Act of 1933 in order to authorize the Tennessee Valley 
Authority to undertake certain financing activities and to require certain 
payments to the United States, and for other purposes, and S. 1869, a related 
bill to amend the Tennessee Valley Authority Act of 1933, as amended, and 
for other purposes. 

In our opinion, the following principles should be embodied in any legislation 
authorizing the Tennessee Valley Authority to finance new generating facilities 
by the sale of revenue bonds: 

1. The legislation should provide for executive and legislative review, as 
now applies to all wholly owned Government corporations under the terms of 
the Government Corporation Control Act, of proposed expenditure plans for new 
or expanded power facilities. 

2. The legislation should provide for payment of interest on, and the orderly 
retirement of, the existing appropriation investment in Tennessee Valley Au- 
thority power facilities. 

3. Legislation should be so drawn as to limit the maximum amount of bonds 
that may be outstanding at any one time so that the Congress will be enabled 
to make a review of the effect of revenue-bond financing after a reasonable period 
of time in operation. 

4. The legislation should be limited to Tennessee Valley Authority’s financing 
problems and should not alter Tennessee Valley Authority’s presently authorized 
basic functions. 

S. 1855 appears to embody more of the principles stated above than does 
S. 1869. There are, however, certain amendments to S. 1865 which we would 
like to recommend to bring this bill into conformity with the administration’s 
suggestions. These amendments are discussed below. 

1. Although the administration previously endorsed a limitation of $750 million 
on outstanding TVA bonds, a reappraisal of this matter has led us to favor a lower 
limit in order to permit an earlier review of the revenue-bond experience by the 
President and the Congress. We, therefore, recommended that on page 2, line 2, 
the figure “$750 million” be deleted and “$200 million” be substituted therefor. 

2. It has been our understanding that it is not intended in this bill to modify 
existing budgetary or Treasury financing procedures as set forth in the Govern- 
ment Corporation Control Act. Since testimony on other related bills has not been 
entirely clear on this point, we believe that the following language should be in- 
serted after the word “thereto” on line 16 of page 2: “No such bonds shall be 
issued or sold, nor shall the proceeds thereof be used, except as necessary for 
such of the foregoing purposes as may be approved by the Congress in connection 
with its consideration of the corporation’s budget programs transmitted by the 
President pursuant to the provisions of the Government Corporation Control Act, 
as amended (31 U.S. C. 841-871).” 

3. We believe that present provisions of law with respect to the treatment of 
proceeds from bond issues and power operations and the expenditure of such 
proceeds with respect to apportionment and definition of budget terms in the 
TVA budget should be retained. This will make TVA subject to the same pro- 
visions of law as are other Government corporations in regard to these matters. 
To this end, it is recommended that on page 4 all of subsection (b) except the 
first sentence be deleted. 

4. We recommend that the use of the power revenues of the corporation for 
the expansion of power facilities be subject to the approval of the Congress in 
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connection with action on the President’s budget recommendations. To accom- 
plish this, we would suggest the addition of the following new subsection (i) on 
page 9 following subsection (h) : 

“(i) Notwithstanding section 26 of the Tennessee Valley Authority Act, as 
amended, none of the power revenues of the Tennessee Valley Authority.shall be 
used for the construction of any power-producing units, installations, or projects 
(except for replacement purposes) except as may be made available by the Con- 
gress after consideration of budget programs transmitted by the President, 
pursuant to the Government Corporation Control Act, as amended.” 

5. On June 30, 1956, the net Treasury investment represented by appropriations, 
transfers and bonds amounted to $1,219,499,000. In addition, the accumulated 
net power revenue which had been reinvested in the TVA power program amount- 
ed to $355,287,000. It is estimated that by June 30, 1958, the accumulated net 
power income will total $473,174,000. TVA has earned approximately 4 percent 
on its power investment, which, of course, does not recognize any interest pay- 
ment on the appropriated funds invested in power facilities. Under the provisions 
of subsection (f) of S, 1855 an interest payment will be required. Based on 
information furnished to us by the TVA, earnings will be more than sufficient 
to provide for this interest charge and leave a balance for reinvestment in 
power facilities or the return of the Government power investment. Under these 
circumstances, we believe the existing repayment provisions set forth in Title II 
of the Government Corporation Appropriation Act of 1948 (61 Stat. 576-577) 
should be retained. We, therefore, recommend the deletion of section 2 on page 
9 of S. 1855. 

6. In line with the recommendations made in the annual audit reports of the 
General Accounting Office, and in accord with the current policy with respect 
to self-supporting Government enterprises, it is recommended that the following 
new section 4 be added on page 9: 

“Sec. 4. The Tennessee Valley Authority Act of 1933, as amended, is hereby 
amended by inserting after the last paragraph of section 3 thereof (16 U. 8. C. 
83 Ib) a new paragraph as follows: 

“The Corporation shall contribute to the civil-service retirement and disability 
fund, on the basis of annual billings as determined by the Civil Service Commis- 
sion, for the Government’s share of the cost of the civil-service retirement system 
applicable to the Corporation’s employees and their beneficiaries. The Corpora- 
tion shall also contribute to the employee’s compensation fund, on the basis of 
annual billings as determined by the Secretary of Labor, for the benefit pay- 
ments made from such fund on account of the Corporation’s employees. The 
annual billings shall also include a statement of the fair portion of the cost of 
the administration of the respective funds, which shall be paid by the Corpora- 
tion into the Treasury as miscellaneous receipts.” 

We are authorized to advise you, if modified along the lines recommended above 
enactment of S. 1855 would be in accord with the program of the President. 

Sincerely yours, 
A. R. Jones, Acting Director. 


Senator Gore. Yes, I want to come to that. I wanted, first, to ascer- 
tain if there were other decisions in which you participated ? 

Mr. Jonrs. To the best of my memory, there were none, aside from 
the general preparation of the budget, and that did not go into detail. 

Senator Gore. Will you inform the committee now your part in 
the decision of the Bureau of the Budget which resulted in the trans- 
mittal of a letter to the chairman of the Senate Public Works Com- 
mittee, which bore your signature, with respect to the TVA self- 
financing legislation 

Mr. Jones. An inquiry « ‘ame from the committee, I believe under 
date of about April 15, for comments on the legislation before the 
committee. On the 29th of April Mr. Brundage was not in the office. 
He was sick on that particular day. Late in the day a reply to that 
inquiry was brought to my desk with the statement that the committee 
was anxious to have an answer. 

T examined it generally, particularly the principles set out in the 
letter, with which I agree. I frankly did not go into each of the 
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detailed items, and noted that it had been prepared by the staff and 
cleared by about 5 or 6 people in the Bureau, and I signed it. 

Senator Gore. You did not participate in the decision and position, 
in arriving at a decision and a position stated in the letter? 

Mr. Jones. That is correct, I did not. Since that time I have exam- 
ined the records and genealogy of the letter, which goes back through 
the positions taken by the Bureau over a period of time, back to 1953. 
In fact, some of the exact phrases used in the letter were used in earlier 
letters on this same subject. On the 11th of April an identical first 
page, which set forth the principles, was sent to the House of Repre- 
sentatives. It is in the House report. 

Senator Gore. Who made this decision in the Bureau of the Budget ? 

Mr. Jones. I am not sure, Senator, that I can answer that question, 
as such, because it has been over a period of years when I haven’t been 
there. 

Senator Gore. Did you discuss this letter with President 
Eisenhower ¢ 

Mr. Jones. No, sir. 

Senator Gore. And you do not know who wrote it ? 

Mr. Jonrs. Yes, I know who wrote it. 

Senator Gore. Will you tell us who wrote the letter ? 

Mr. Jones. The letter was prepared by Mr. Horton. 

Senator Gore. What is his full name? 

Mr. Jones. I am sorry I can’t tell you. He works for Mr. 
Schwartz—Carl Schwartz—in the Resources and Civil Works 
Division. 

Senator Gore. Mr. Jones, this illustrates a development about which 
I have expressed concern repeatedly. Here is a decision, purportedly 
a decision of the President of the United States, on a matter affecting 
the welfare of 5 million people. 

The Director of the Bur ‘eau of the Budget was absent at the time, 
as you say, sick. You were the Deputy Director. You signed the 
letter which you now say you learned was prepared by Mr. Horton, 
whose full name you can’t recall. So far as I recall, I have never 
heard of the gentleman before. 

Mr. Jones. May I finish the list ? 

Senator Gore. Let me proceed for a moment. 

Mr. Jones. Surely. 

Senator Gorr. You say you have not discussed the letter with the 
President of the United States. So what this committee had before it 
was a letter from an unknown clerk of the Bureau of the Budget, whose 
name not even you can recall; a letter never discussed with the Presi- 
dent of the United States, so far as you know. And yet it is presented 
to us as the recommendation of the executive branch of the Govern- 
ment. I don’t desire to be unpleasant with you in this regard; that is 
not my purpose at all. But it is illustrative of the degree to which we 
have gone away from responsible government, away from representa- 
tive government, away from the ‘kind of government on which the 
people of the United States can work their will. 

I hope that, in the event you are confirmed to the TVA Board of 
Directors, you will recall this incident when some anonymous clerk 
in the Bureau of the Budget — undertakes to exercise the manage- 
ment functions of the TVA. I don’t invite you to comment, but you 
may do so if you desire. 
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Mr. Jones. I do desire to comment on that particular matter because 
am concerned about the same thing. 
The inquiries from the Congress—the 83d Congress—there were 
some 717, of which there were 702 replies. The 84th Congress, there 
were 1,152 inquiries, to which there were 1,105 replies. This Congress, 
so far, there have been 1,844 inquiries. 

_The Bureau does not present its views in general unless it is asked. 
You are correct that it will be impossible for the President and some 
of his principal staff to do the staff work involved in preparing all of 
those replies. 

Senator Gore. Have you refreshed your memory ? 

Mr. Jonus. No, sir, the item only has his last name. He is Carl 
Schwartz. 

Senator Gore. The committee will now interrupt the hearing to in- 
troduce the new Governor of Hawaii and welcome him to the com- 
mittee. [Introduction and applause. | 

Senator Gore. Will you proceed. 

Mr. Jones. Carl Schwartz, as you gentlemen know, appeared before 
this committee a number of times. Robert Merriam, who has ap- 
peared before this committee a number of times. Sam Hughes, who is 
assistant to Roger Jones—Roger Jones is no relation to me; Roger 
Jones has the responsibility for the area in the Bureau that is spoken 
of as legislative clearance. These gentlemen had all passed on this 
matter before it came to me. I was satisfied that it represented the 
position of the administration as it was developed over a period of 
years, 

Senator Gore. Do you now agree with the position taken in that 
letter, in the light of your study of the act, and in the light of your 
further examination of the TVA letter, or do you find yourself in 
agreement with the recommendation of the TVA Board of Directors 
on the same subject ? 

Mr. Jonrs. I am not sure, Senator, as to just what the TVA Board’s 
recommendations would be as to each of these instances. I would be 
very happy to give you my reaction to them, since I have studied it 
further. 

Senator Gorse. I would welcome them. 

Mr. Jonrs. There were four principles set out in the letter. I be- 
lieve the report of this committee, so far as principles are concerned, 
xccepted all of those principles, which was congressional control; the 
inatter of paying interest on the appropriation investment and orderly 
retirement of that investment; the provision for revenue financing; 
«nda fourth, which is not as definite as the others, the matter of this 
lec 'slation being limited to the financial plan and not other matters 
w. .regard to TVA. 

‘hen the letter proceeds to apply those principles, some of which I 
do not agree with personally. You may have said in the press that I 
nave said concerning this letter, repeatedly that it did represent a 
statement of suggestions from the administration as to how the legis- 
iation, then being considered by the committee, might be altered so 
that it would be in agreement with the President’s program, which is 
the standard verbiage—to be in accord with the President—used in 
answering these letters. 
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The first is the matter of the limit on the bonds. This letter sug- 
gested a change in the administration’s position from $750 million to 
$200 million. Assuming it does take $150 million a year to keep up with 
the increasing demand in current, $200 million is too small a figure 
to work with for planning purposes. So I would say that the original 
$750 million figure, which was the previous position, I believe, taken 
by the administration, would be a better figure. 

There was considerable discussion of the Cor poration Control Act 
of 1948. Ithink there is some confusion. 

Senator Gore. Do you mean confusion as to the letter? 

Mr. Jones. No, I think there is confusion between the communica- 
tions between the committee and the Bureau. 

Senator Casr. Mr. Chairman, do you mean that sometimes people 
have referred to the provision in the Government Appropriation Act 
of 1948 and thought they were referring to the Government Corpora- 
tion Control Act ? 

Mr. Jonss. That is correct. 

Senator Casr. One is the legislative act and the other was the ap- 
propriations act which carried some special directives for the TVA in 
relation to repayment of certain funds? 

Mr. Jones. That is correct. Including a third item which required 
TVA to come back to the Congress for affirmative proof before they 
initiated new projects, not new units. 

As I understand the suggested legislation, in general, the Corpora- 
tion Control Act would still be applicable. The only point at which 
it would not be applicable is the question of a final action by the Secre- 
tary of the Treasury on financing. 

The new legislation would not require approval. Mr. Kerr’s act, 
as it passed the Senate, would require consultation and possible holdup 
for up to 90 days. But the Secretar y of the Treasury would not have 
final approval. 

Senator Gore. Would you regard the determination of the amount 
of an issue, the maturity dates, and possible rates of interest primarily 
a management function of the TVA Board of Directors? 

Mr. Jones. Yes, sir. 

Senator Gore. There are other exe eptions to the Government Cor- 
poration Control Act, Mr. Jones. The letter to which you have affixed 
your signature rec ommended that TVA comply or be required to com- 
ply, or have all provisions of the Corporation Control Act applicable to 
the TVA equal to its application to all other corporations. 

One of those exceptions is in the depository of funds. Do you see 
any reason why the TVA should not be permitted, without the necessity 
of approval of the Secretary of the T reasury, to deposit any surplus 
funds which it might temporarily have in a Federal Reserve bank 
or member bank on a time deposit basis in order to draw a little interest 
and let the money be available for other people, too? 

Mr. Jones. Tf the TV A were paying interest on its appropriation 
investment, I think they should be allowed to deposit money, to draw 
interest. 

Senator Gorr. Is it necessarily qualified by that “if”? What is 
wrong if the TVA has a half million dollars which it will oi on hand 
for 6 weeks—is there : any reason why it shouldn’t deposit that on a time 
basis and draw some interest ? 
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Mr. Jones. As a matter of equity, Senator, if the Federal Govern- 
ment were furnishing capital without interest, then it would seem to 
me it would be appropriate for the Federal Government to get the 

value of that money while it is lyi ing idle. 

Senator Gore. Suppose, as it is s contemplated i in the Kerr bill, this 
is proceeds derived from the sale of bonds? 

Senator Kerr. On which interest is to be paid? Is that what you 
mean ? 

Senator Gore. Yes. 

Senator Kerr. He made that clear. He said if the TVA were pay- 
ing interest on the money that it had on hand, he thought the TVA 
ought to get the interest on the money that is on deposit. 

Senator Case. I thought he said as a matter of equity he thought 
they should. 

Senator Kerr. That is right. 

Mr. Jones. That is right. 

Senator Gore. What if the TVA has ear ned profit from power op- 
erations. As you well know from your experience as a member of the 
utilities commission in your State, ‘there are times of maximum power 
use and minimum power use. Suppose that in the course of the year 
TVA, which has a net of some $50 million and a turnover of much 
more than that, has for a period of 2 or 3 months a million dollars from 
its power operations. Do you see any reason why these funds should 
lie idle, or be sent. to Washington for a short time and then carried 
back to the valley? What is wrong with those funds being deposited 
in the name of the TVA, a corporation wholly owned by the United 
States Government, in a Federal Reserve bank ? 

Mr. Jones. From the standpoint of security and safety, certainly 
nothing is wrong. From the standpoint of earning money on them, it 
would be advantageous to the TVA. However, if the Federal Govern- 
ment were furnishing a billion and a half—a billion and a tos 
net, I guess, of capital, upon which no interest was being paid, then I 
would s say the Federal Government should have the advantage of that 
even during the 2 or 3 months. It is a very small item, I crant you, 
but it seems to me again, applying the same principle, if TV ‘A is finan- 
cing themselves, then they should have the advantage. 

If they are being financed free by the Federal Government it seems 
tome asa matter of equity the Treasury should have the benefit of that. 

Senator Gorr. What do you mean by being financed free? 

Mr. Jones. The matter of not paying a return on the appropriation 
investment. 

Senator Gore. What return do you think the TVA should be re- 
quired to make over and above the fact that whenever the facilities 
are constructed and amortized they are the property of the United 
States Government. 

Mr. Jones. It would seem appropriate that they should pay the 
cost of the property to the Federal Government. 

Senator Gorr. I agree. Now how much more than that? 

You said a few moments ago, Mr. Jones, that the Kerr bill, as it 
passed the Senate, ac ng the principles set out in the letter which 
you signed. Not fully, I say. It is a matter of degree. 

Mr. Jones. That is right. 
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Senator Gore. The Kerr bill provide that a return upon invest- 
ment be made equal to the cost of money to the Federal Government 
on a year-to-year basis. How much above that would you recommend 

Mr. Jones. I have no opinion of what would be a proper amount. 
The $10 million that is provided for in the Kerr bill 

Senator Kerr. I don’t believe you understood his question. I be- 
lieve his question was how much interest should it pay the Govern- 
ment over and above an amount equal to that which the Government 
itself was paying on the money ? 

Wasn’t that your question ¢ 

Senator Gore. Yes. 

Mr. Jones. I don’t see any reason why there should be any addi- 
tional interest. 

Senator Gore. In other words, the first obligation you would place 
upon the TVA would be to hold the Government whole with respect to 
the cost of money to carry the investment that the Government has in 
TVA power facilities? 

Mr. Jones. That is right. 

Senator Gore. And you see no necessity of an interest rate over and 
above that amount ? 

Mr. Jones. No, sir. 

Senator Gorr. Then you think that beyond that there should be a 
retirement of the investment ? 

Mr. Jones. I think there should be an orderly retirement; yes. 

Senator Gore. What do you mean by “order ly”? 

Mr. Jones. Something that is in relation to the ability of the utility, 
the TVA in this case, to absorb within reasonable rates, and some- 
thing that would return the investment within the lifetime of the 
assets. 

Let me qualify that with one additional statement. I would not 
be in favor of that investment being completely retired. 

Senator Gore. Why ? 

Mr. Jones. I think that the agency, as it is now constituted, should 
continue to be an agency of the United States Government. When it 
became fully paid out, there might be some question as to whether 
itshould. Thatisa question of course that is a matter of congressional 
policy. 

Senator Casr. Would you permit a question ? 

Senator Gore. Yes, of course. 

Senator Casr. Mr. Jones, do you have any particular objection to 
the congressional policy as indicated by the action of the Senate on 
the Gore bill with respect to the retirement of the investment of ap- 
propriated funds in power facilities ? 

Mr. Jones. Pardon me. Do you mean the Kerr bill ? 

Senator Casr. Yes, I mean the $10 million. 

Mr. Jones. No, I do not. In round figures, $10 million a year 
would take a substantial period of time. 

Senator Casr. It would take substantially a hundred years. 

Mr. Jones. That is right, and a little over. And my willingness 
to accept that stems from the fact that very probably there will be 
some other changes. 

Senator Casr. Do you think some time before the hundred years 
has expired Congress may very well express congressional intent as to 
whether or not there is complete payout or not! 
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Mr. Jones. That is right. 

Senator Gore. You do not think it would be wise for the Federal 
Government to have no investment in an operating utility which it 
owns and holds? 

Mr. Jones. That is right. 

Senator Kucue.. Will you repeat the last question ? 

( Question read. ) 

Senator Gore. In other words, you do not believe that the total 
Federal investment in the TVA should be retired ? 

Mr. Jones. That is right. 

Senator Gore. Do you have any fixed idea about the amount of 
equity capital the Government should continue to have in the TVA / 

Mr. Jones. I have no criteria by which to fix the amount. I would 
say it should be substantial. If you will notice the letter to the House, 
they suggested $250 million. Certainly it should not be less than 
that in this instance in a utility as large as TVA. 

Senator Gore. In your letter with these suggestions, I see the second 
suggestion that you have 





No such bonds shall be issued or sold, nor shall the proceeds thereof be used 
except as necessary for such of the foregoing purposes as may be approved by 
the Congress in connection with its consideration of the corporation budget 
programs transmitted by the President pursuant to the provisions of the Gov- 
ernment Corporations Control Act as amended. 

Do you now, upon further study of the TVA Act and examination 
of this letter, think that each act ‘by the TVA Board of Directors in 
use of proceeds from the sale of bonds should be essentially a man- 
agement function of the TVA and reported to the Congress with 
ample authority for the Congress to express its disapproval, or do 
you think it should be submitted annually for affirmative decision by 
the Congress ? 

Mr. Jones. Senator, I would like to answer that perhaps with some 
qualifications. In a Government interested in establishing a strong 
central executive, having control over the agencies, certainly this is 
the type of thing you would ask for, so that the agency was not free 
to act until it had approval for some of the more important decisions. 

On the other hand, under the Kerr bill as passed by the Senate, the 
Congress has every opportunity to stop any transaction which they 
consider unwise. 

Therefore, as far as I am personally concerned it is not a matter of 
subsidies but a matter of procedure, and I think either procedure 

‘an be lived with by TVA. 

Senator Gorr. What did you mean by referring to yourself as a 
student interested in the development of a strong—did you say Central 
Government ? 

Mr. Jones. No. I said as a student of government from the stand- 
point of the interest of a strong E xecutive. I didn’t say that was 
my viewpoint. I was just describing the two sides of the coin. 

Senator Gore. Which side of the coin are you on? 

Mr. Jones. Depending on where I am working. 

Senator Gore. I think that is a human reaction. 

Senator Casr. I think that is a pretty honest reaction. 

Senator Kerr. In other words, if you are working for a strong 
Executive and under a directive to maintain the integrity of the 
principle, you loyally do so? 
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Mr. Jones. Yes, sir. 

Senator Kerr. If you are working under a law from the Congress, 
expressing a purpose not entirely ‘consistent therewith, you would 
work just as loyally in carrying out the spirit of that mandate? 

Mr. Jonrs. Yes, sir. 

Senator Gore. As a matter of policy, in the concept of the TVA 
Act, which you have testified you believe in, both as to wisdom and 
feasibility, do you say now that you believe that the essential man- 
agement functions should be vested in the Board of Directors or in 
the Bureau of the Budget ? 

Mr. Jones. In the Board of Directors. 

Senator Gore. Do you think that the Congress should have every 
opportunity to review and exercise its will with respect to this pub- 
licly owned utility ? 

Mr. Jones. Yes, sir. 

Senator Gore. With that I agree. 

I didn’t quite get your full position. You gave us two points of 
view, and you said that your reaction might be colored by the posi- 
tion in which you were situated. 

Senator Case. Mr. Chairman, would the Senator object to making 
that his position would be governed by the loyalties of the obligation 
that he took for the position he held. 

Senator Kerr. The orders that he received or the policies given 
him by the appointive powers. 

Senator Gore. During your absence, Senator Kerr, he said that he 
would comply with the recommendations and requests of the President 
so long as he could find them compatible with his oath and responsi- 
bility as a member of the board of directors of an independent agency, 

and when he found he could not comply with such recommendation 
or request and be compatible, he would resign. 

If you are a member of the TVA Board ‘of Directors would you 
prefer the provisions of the Kerr bill with respect to annual operations 
of the TVA Board of Directors, or the recommendations in the letter 
to which you have affixed your signature ? 

Mr. Jones. From the sti indpoint of the management of TVA, and 
flexibility provided thereby, 1 would prefer the Kerr bill. I would 
like to fortify my answer in that regard by pointing out that in the 
Reorganization Act of Kansas, with which I had considerable to do 
in writing, we provided a section which said that the bill should not 
be interpreted as transferring the management responsibility from 
the agency to the Budget Bureau. 

Senator Gore. In the fourth recommendation you say—that is, the 
letter says: 

We recommend that the use of the power revenues of the corporation for the 
expansion of power facilities be subject to the approval of the Congress in 
connection with action on the President’s budget recommendation. 

That is the same question, same principle on which I have just sub- 
mitted questions to you, except that in this case it relates to revenues 
from power operations rather than proceeds from the sale of bonds. 
Would your answer be the same in this regard ? 

Mr. Jones. My answer would be the same. 

Senator Kucue:. If I may interrupt, do I understand that your 

inswer is the same as a matter of ideology or as a matter of your inter- 
pr etation of the present statute ? 
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Mr. Jones. If I may clarify my understanding of the answer that 
I was giving, it is that the freedom of choice on the part of the TVA 
would be helpful in the management of the TVA, and that the use 
of the power revenue for new projects could be as well approved by a 
method of informing the Congress as required affirmative action on 
the part of the Congress. 

Does that answer it ? 

Senator Kucuen. Yes. 

Mr. Jones. Incidentally, as the Kerr bill is written at the moment, 
it is my understanding that power revenue for new units would still 
operate under section 26 of the act, not new projects. 

Senator Gorr. That isso stated in the bill, I believe. 

Senator Case, I believe you had a question ? 

Senator Casz. Yes, Mr. Chairman. I asked the clerk to look up 
for me the Corporations Control Act. This goes back to the point that 

came up earlier about the depository for funds. The thing I wanted 
to verify, as indicated by the statute, is the act of December 1 1945, which 
was the Government Corporations Control Act, specifies : 

The banking or checking accounts of all wholly owned and mixed ownership 
Government corporations shall be kept with the Treasury of the United States, 
subject to the approval of the Secretary of the Treasury, with a Federal Re- 
serve bank or with a bank designated as a depository or fiscal agent of the United 
States: Provided, That the Secretary of the Treasury may waive the require- 
ments of this section under such conditions as he may determine. 

In other words, the point I want to bring out is that in the Govern- 
ment Corporations Control Act there was a provision that the Sec- 
retary of the Treasury might waive the requirement with respect to 
the depository that was used, and that is consistent with the action or 
the language of the Kerr bill. 

On another m: utter, I would like to ask you, Mr. Jones — and this 
may be repetitious and if it is I want you to stop me — did you draft 
this particular letter from the Bureau of the Budget on which certain 
questions have been based ? 

Senator Gore. Off the record. 

( Discussion off the record. ) 

Senator Case. So that in essence what he was doing was performing 
a ministerial function for the Director of the Bureau on that particu- 
lar day. 

Senator Hruska. After having satisfied himself, as he testified, 
that the letter did portray the considered policy of the Bureau of the 
Budget as it had existed for some time. 

Mr. Jones. That is right. 

Senator Casr. And he was being loyal to the responsibility of his 
office in that regard. I don’t want to be repetitious. 

Senator Gore. Mr. Jones, in informing this committee that you 
sincerely believe in the feasibility and wisdom of the TVA Act, do 
you accept the wisdom and feasibility of the TVA Act in its fundamen- 
tal purpose of bringing about development of the resources, the health, 
and the welfare of the people, as well as in the engineering task of 
harnessing the Tennessee River ? 

Mr. Jones. Yes, sir. 

Senator Gore. Do you take that position passively or could you 

take that position with some enthusiasm ? 
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Mr. Jones. I would say very frankly that I probably wouldn’t be 
as enthusiastic as Mr. Lilienthal, for example. However, I have de- 
voted the last 10 years of my life to educational work, research w ork, 
financial side of it—I am not a research man—the financi ing of agri- 
culture research, the financing of extension among farmers, the matter 
of better practices in farming and all that sort of thing. To me this 
is exactly the same sort of a program, instead of being carried out by 
a land-grant college, being carried out by an instrumentality of the 
Federal Government. 

Senator Gore. Why do you say you might not be as enthusiastic as 
Mr. Lilienthal? I ask you that question in view of the fact that he 
was perhaps the strongest advocate of the decentralization of en 

ower that has ever been connected with this agency. He wrote : 
ok in which he advocated that all power not be v ested in W clualen, 
but that, in respect to TVA at least, it be a regional authority ; that the 
management functions be vested clearly and unequivocably in a Board 
of Directors who live in the v alley where the problems occur, working 
with the problems as they do occur, living with the people whose fate is 
tied to the solution of those problems. 

You said a few moments ago that your position in that regard would 
be determined by a—I have forgotten your exact words but you will 
remember what you said. Do you believe in that policy with enthu- 
siasm or do you not? 

Mr. Jones I would be misleading this committee if I represented 
to them that I was as liberal as Mr. Lilienthal. 

Senator Gore. Is that a matter of liberality or conservatism ? 

Mr. Jones. At least it has been accepted as such, I believe, over a 
period of years that Mr. Lilienthal was quite liberal in his thinking. 

Senator Gore. I seem to remember that some of my very liberal 
friends have for the past several years advocated more centralization 
of authority in Washington; a stronger executive; a stronger Central 
Government. I don’t quite iat rstand your description of that posi- 
tion on the part of Mr. Lilienthal as being too liberal—as being more 
liberal than you are, excuse me. 

Mr. Jones. I don’t know how you calibrate liberality. 

Senator Gore. I was not attempting to. I was attempting to get 
you so to do. 

Mr. Jones. I say I can’t. 

Senator Gorr. Do you believe that the essential functions, manage- 
ment functions—I have asked you this before but I repeat it—should 
be vested in the Board of Directors, or in some agency in Washington ? 

Mr. Jones. There is no question in my position that the management 
should be vested in the Board of Directors. The policy should be set 
by the Congress. 

"Senator Gore. Are you aware that the TVA Act forbids political 
consideration in the selection of employees? 

Mr. Jones. Yes, sir. 

Senator Gore. Do you believe in that? 

Mr. Jones. I do, sir. 

Senator Gorr. You might be interested to know that though I was 
acting chairman of the subcommittee handling TVA appropriation 
bills in the House Appropriations Committee several years, and have 
now been on this committee for 5 years, that there is not a single 
employee of which I am aware, of the TVA, who was selected upon 
or as a result of or even with a recommendation from me. And I 
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dare say, Senator Hill, who is coauthor of the act, could say the same 
thing. 

Senator Hitz. Absolutely. 

Senator Casz. Would it be heresy if I said I knew a South Dakota 
Republican who was appointed to the TVA? I had nothing to do 
with it. 

Senator Hitz. Then he got in on his merits. 

Senator Gore. We have welcomed a good many people from out- 
side the region, including Mr. Lilienthal, ‘including Mr. Gorden Clapp. 
I have never been one to advocate that TVA be staffed either from the 
standpoint of the Board of Directors or otherwise with natives of the 
valley. There are many talents from other regions from which we 
have and can benefit. 

Would it be your purpose as a member of the TVA Board of Di- 
rectors to continue to follow a nonpolitical administration of the TVA 
Act? 

Mr. Jones. Very definitely, I have had a reputation for not recog- 
nizing political responsibilities for a long time in government. 

Senator Casr. You mean in personnel matters 

Mr. Jones. That is right. 

Senator Gore. What would be your attitude toward the internal 
working of the Board itself ? 

Mr. Jones. I am not sure that I understand your question. 

Senator Gorr. What would be your conception of your duty as a 
member of the Board with respect to the Chairman of the Board, with 

respect to the other members of the Board, with respect to the discharge 
of your own responsibilities as a member of the Board, both as to your 
relationship and official conduct with other Board members and with 
the Congress ? 

Mr. Jones. To begin with, a board can function only as a board, not 
as individuals. I would be one of three, which means that I would 
have one vote. And I certainly would expect to exercise that vote 
independent of the other two members. 

Senator Gore. And you would exercise that responsibility i In your 
own capacity as an individual member of the Board whether it agreed 
with the Chairman or the other members or not? 

Mr. Jones. Yes, sir. 

Senator Gore. Whether your views were accepted or rejected by 
the Bureau of the Budget ? 

Mr. Jones. Definitely. 

Senator Gore. Or the Congress ? 

Senator Cas. Until the Congress had spoken. 

Mr. Jones. I certainly would do everything I could in my vote to 

‘arry out my interpretation of the congression: al intent. I cannot vis- 
ualize a situation where a vote would be in conflict with what the Con- 
gress said, because it would be my interpretation of their intent and I 
would think, even though they might not think so, I would think that 
I would be in accordance with their policy. 

Senator Gore. Would you color your recommendation to a congres- 
sional committee because the sentiment of the committee was antagonis- 
tic to your point of view ? 

Mr. Jones. Certainly I wouldn’t invite the committee to disagree 
with me, if that is what we are saying. 

Senator Gorn. That is not what I was saying. 
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Senator Kerr. Would the Senator yield? 

Senator Gore. Yes. 

Senator Kerr. If I understand the Senator — and if I don’t then 
he will make it clear—he is ascertaining something which I would like 
to know, and that is this: If the committee asked you for information, 
I would presume you would give them inform: ition ? 

Mr. Jones. Yes, sir. 

Senator Kerr. If they asked you for a recommendation, your per- 
sonal views on the matter, I presume you would give it to them ? 

Mr. Jonxs. Yes, sir. 

Senator Gore. That is a part of what I meant. I had already asked 
him that earlier. 

Will you trim your sails, will you alter your views, merely because 
the members of a particular congressional committee or subcommittee 
expressed antagonism to those views? 

Mr. Jones. Of course, we are getting into a very theoretical situa- 
tion. I certainly would not change my views. As Senator Schoeppel 
pointed out this morning, I am inclined to stay with my views. 

From the standpoint of whether I would issue them so that they 
would come to the attention of somebody who might disagree, I would 
not make recommendations merely because I thought those were the 
recommendations that the committee wanted made, if that answers 
your question. 

Senator Gore. I think that does answer it in part. 

You say you would not make recommendations merely because you 
thought the committee might desire such recommendations. Would 
you positively make a recommendation if it was your sincerely held 
and independent view even though you knew that it did not meet favor 
with the sentiment of the committee ! 

Mr. Jones. On the theoretical basis my answer to that question 
would be, “Yes.” But those things must be looked at from a practical 
standpoint. If it was an insignificant matter I would not try to prevail 
with my viewpoint to the detriment of the whole program. 

Senator Gore. If it was a matter of significance, what would be 
your answer ¢ 

Mr. Jones. If it was a matter of significance, that I felt made a 
difference in the future of the agency, I would certainly advocate 
whatever my convictions were. 

Senator Gore. I want to ask you about your attitude with respect 








to 
Senator Casr. Mr. Chairman, while he is looking that up, I would 
say that as far as I am concerned I would want you to do that. If you 
had convictions on a certain matter of policy, whether it agreed with 
my judgment or not as a member of the committee I would want you 
to express your convictions when it came to recommending a matter of 
policy. 

If the Congress spoke and gave you a directive to do something, 
even though it ran counter to your recommendation, then I assume 
that you would follow a specific statutory recommendation or direc- 
tive. 

Mr. Jones. I certainly would. 

Senator Gore. I don’t think you understood me to have my ques- 
tions imply any defiance of an expressed will of the Congress. 








on 


<e 


ta 


ee 


he 
rs 


yu 
ld 
ld 


Or 


al 
Lil 


be 


a 


et 


ld 
oul 
th 
oul 


of 


if, 


ne 
1C- 


»S- 


NOMINATION OF ARNOLD R. JONES 33 


Do you believe in the preference clause for public power agencies 
written into the TVA Act? 

Senator Case. What is that preference clause ? 

Senator Gorn. That the Federal Government shall have first claim 
and then public power agencies second, I believe. 

Mr. Jones. I thought REA came 

Senator Gorn. Cooperatives and municipalities. 

Mr. Jones. My answer to that would be so long as it is congressional 
policy, as wr itten into the act, I think it is a policy that should be ad- 
ministered. 

In the carrying out of the particular purpose that is involved in 
this act, I think it is a wise policy. 

Senator Gore. It is wise insofar as the TVA is concerned ? 

Mr. Jonrs. That is right. 

Senator Gorr. Do you say that now because it is in the act or that 
is your belief even though it should not be in the law? 

Mr. Jonns. I say that because it is my belief with regard to a public 
body of this kind. For ordinary business competition I think that it 
might be different. 

Senator Gorr. What do you mean by ordinary business competi- 
tion ? 

Mr. Jones. If it were not controlled by Government. 

Senator Gorr. Then do I properly infer from that you believe in 
the preference clause as we generally refer to it, that is now in the law 
and has been in the law for some 55 years? 

Mr. Jones. For a public power body, yes. 

Senator Gorr. You believe in that? 

Mr. Jones. Yes. 

Senator Gore. And you think it was wise and feasible to include 
it inthe TVA Act? 

Mr. Jones. Yes. 

Senator Kucue.. May I interrupt? 

Senator Gore. Yes. 

Senator Kucuen. Let me be sure that I understand you, Mr. Jones. 
Are you aware of any instance where the historic type of preference 
clause, such as we have had for the last half century, has been applied 
to power sales where a governmental or public agency has not pro- 
duced the power ? 

Mr. Jones. No;ITamnot. But I was thinking of it from the stand- 
point of a business principle. If it were a competitive utility I 
think—— 

Senator Kucnen. Privately owned ? 

Mr. Jongs. Privately owned. 

Senator Kucuen. With no Federal production of power involved ¢ 

Mr. Jones. That is right. It would not be proper to have pref- 
erence customers. 

Senator Kucnuern. So that merely to be completely sure of your 
answer I would ask you again: You do approve, do you not, of the 
historic preference clause for the sale of power in those instances where 
the Government produced it ? 

Mr. Jonzs. Ido. 

Senator Kucner. Thank you. 
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Senator Gore. What is your attitude toward the yardstick functions 
and influence of TVA? Do you understand what I mean by that 
term ? 

Mr. Jones. I understand what you are asking. This committee I 
am sure has had a lot of testimony before it about yardstick, and 
whether or not TVA is in fact a yardstick. I believe Mr. Clapp 
testified within the last year or two—I have seen his testimony—to 
the effect that TVA was not a yardstick from the standpoint of com- 
paring costs since the costs were not identical in the operations of the 
private utilities as against the publicly owned and operated utilities. 

To me yardstick means a very simple economic fact. I think TVA 
has demonstrated that the demand for power is a very elastic demand. 
By that I mean as you lower the price your consumption goes up 
rapidly. Ascompared with salt, for example, the consumption would 
be the same probably regardless of price. And to me the thing that 
TVA has done as a yardstick is that it has demonstrated the simple 
economic fact that the demand for electricity is elastic if it can be 
made low price—I don’t want to say “cheap.” 

Senator Kerr. Low cost ? 

Mr. Jones. Low cost. It can be sold at a low rate. 

Senator Gorr. Do I correctly understand you to mean that they 
have demonstrated that by volume marketing of electricity, greater 
use will be promoted, and perhaps even greater profits realized ? 

Mr. Jones. Yes, sir. 

Senator Gore. Do you believe in a low-rate power policy? 

Mr. Jones. I believe in the lowest rate that is commensurate with 
all of the requirements of production. 

Senator Gore. Mr. Jones, in the Kerr bill, as it finally passed the 
Senate, including of course the amendments, particularly the one 
Senator Case offered, the Senate, I believe tried to approximate the 
requirements on the TVA revenues with what could be realized under 
the present rate structure. 

Would it be your purpose to raise TVA rates as a member of the 
TVA Board of Directors, or to comply with the requirements of the 
act that power be marketed at the lowest feasible price? 

Mr. Jones. Certainly it would be the latter. I would favor 
marketing the power at the lowest price which covers the costs as 
required by the act. 

Senator Gore. Let’s not get the cart and the horse turned around. 

Mr. Jones. I am not sure that I understood the first part of your 
question. 

Senator Gorr. The first part of my question was rather a state- 
ment than a —— I sincerely believe that as we arrived at the 
amendments and the final terms of the Kerr bill, as it passed the Senate, 
the requirements upon TVA, namely, (1) that it hold the Govern- 
ment whole in an annual return on investment; hold the Government 
whole with respect to the cost of money to carry the investment; and 
then, (2) that it make a payment into the Treasury : (3) that it retire 
its revenue bonds—I believe that is No. 1 instead of No. 3; and then 
that after retaining the operating capital and such investment in 
power operations as the Board may determine, that the surplus, the 
remainder, be paid into the Treasury. 
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When we added those up on the floor of the Senate in debate they 
approximated the TV A’s net earning capacity over the period of its 
existence. 

This is the question: Would it be your purpose as a member of the 
TVA Board of Directors to undertake to maintain the present TVA 
power-rate structure if all legal requirements could be met thereby, or 
would it be your purpose to increase the power rates to make a larger 
return to the Treasury ? 

Mr. Jones. It would not be my purpose to increase the rates in order 
to make a bigger return to the Treasury. 

Senator Gorr. Do you agree with President Eisenhower’s state- 
ment that TVA was creeping socialism ¢ 

Mr. Jonrs. No, sir. I understand that he has qualified—whether 
or not he made that statement; I believe there is some argument. 

Senator Gorr. At any rate you don’t agree with it, whether he 
made it or not? 

Mr. Jones. That is right. 

Senator Gore. Are you acquainted with the Wenzel report for TVA 
that was filed with the White House—prepared by Mr. Wenzel and 
filed with the White House? 

Mr. Jones. I don’t know of it. 

Senator Gore. You are not familiar with it? 

Mr. Jones. No, sir. 

Senator Gorr. Do you know Mr. Wenzel? 

Mr. Jones. No, sir. 

Senator Gore. Do you know Mr. Vogel, Chairman of the TVA 
Board ¢ 

Mr. Jones. I have met Mr. Vogel and talked with him. I have not 
discussed the operation of the TVA with him. 

Senator Gore. How long have you known him ? 

Mr. Jones. Approximately a year. I met him after I came to the 
Bureau. 

Senator Gore. Mr. Jones, if the users of TVA power pay rates for 
the electricity they use in sufficient quantity to satisfy the require- 
ments of the Kerr bill, would you regard TVA power then as sub- 
sidized power ? 

Senator Case. I wonder if we could have a definition from one or 
the other of you of what is subsidized power ? 

Senator Hruska. Mr. Chairman, that thought entered my mind. 
There are some people who could conceive of subsidized power as in- 
cluding that power on the production of which no income tax is 
paid, for example. That is one concept in the operations of the cor- 
poration producing it, that no income tax is paid. Whether that is 
meritorious or fallacious I won’t comment on or pass upon at this 
time. Obviously, if a definition of subsidized power is based upon 
that lack of paying income tax, for example, the answer would be one 
thing. If it weren’t, it would be another. Could we get a description 
or some approximation of subsidized power ¢ 

Senator Gore. So far as I am concerned, none of my questions are 
intended for entrapment. I am perfectly willing for Mr. Jones to 
give his answer and supply his own definitions; to give his sincere 
views with respect to the subject. If he wants to qualify the defini- 
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tion, if there needs to be some qualification, I am perfectly willing for 
him to make it. 

Senator Casr. I was thinking, Senator Gore, of this fact : The aver- 
age utility finds it difficult to borrow money on the basis where it re- 
turns the principal over a period of 100 years, forexample. The aver- 
age utility, the average private utility doesn’t have the benefit of 
constructing a dam where a part of the overhead of the dam or a part 
of the land acquisition cost would be properly allocable to flood con- 
trol. I was just wondering whether or not there is any element 
of subsidy in a situation where you separate costs, and yet if it weren’t 
for that separation of costs the structure itself couldn't be built. 

Senator Gore. Asa matter of fact, I know of no private power com- 
pany that ever returns capital investment. Equity capital is furnished 
by the sale of stock. On stocks, dividends are paid, but the capital 
investment remains. What the Kerr bill provides is both a payment 
of an annual return on investment, or dividends, and return on capital, 
which is something—— 

Senator Kerr. Your mean of capital. 

Senator Gore. Of capital, which is a condition not required by 
any private utility. 

Is that not right, Mr. Jones? Doesn’t a private power corporation 
sell its debentures on the market and then pay dividends, but those 
stocks are not necessarily retired ? 

Mr. Jones. The debentures of course they pay interest on. 

Senator Kerr. And return the principal. 

Mr. Jones. And return the principal. 

Senator Kerr. In an equity stock they participate in the earnings 
but the corporation, in the absence of partial or total liquidation, does 
not return the investment that the stockholder has made in the equity 
stock. 

Mr. Jones. That is correct. 

Senator Kerr. I think when you use the word “debentures” maybe 
you were referring to stock. 

Senator Gore. Yes, I was. 

Let’s come back to the question. There are many differences be- 
tween the TVA and a private utility. But a private utility is not 
subjected to the requirements of the ‘Kerr bill. Let us outline what 
the situation is in the Kerr bill. 

The first requirement on TVA revenues, No. 1, is the payment of 
interest on and retirement of the revenue bonds that would be issued 
under authority of the act. 

Senator Casr. Beyond operation and maintenance. 

Senator Gorr. Yes. When the facilities purchased, constructed 
by this bond revenue are paid for, they still belong to the United 
States Government. If the bonds are 30-year bonds, they are long- 
term bonds. But a steam plant has a useful life much greater than 
that; a dam far greater than that. 

A second requirement is that the Government be held whole. That 
is, the Government bears no annual loss from its investment in 
the TVA. 

Thirdly, the capital be returned though the facilities still belong to 
the Government, both those built by appropriation and those built 
from revenue bonds. 
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And fourth, any remainder over and above operating capital and 
the necessity of power investment, be paid into the Treasury. 

Senator Case. There is a fifth one, the depreciation fund. 

Sen: ator Gore. Yes; there is another one. That an amount equal 
to depreciation be either invested in new facilities or additional fa- 
cilities, or paid into the Treasury. 

Senator Case. Or used to keep the property up so that there is 
no actual diminution of the assets. 

Mr. Jones. Or I believe paid into a reserve. 

Senator Gore. Mr. Jones, what I am asking you, after this state- 
ment of what the Kerr bill would require, is ‘after the requirements 
of the Kerr bill are met in all details, whether or not the users of TVA 
power would be paying rates for power sufficient to make of the TVA 
a reasonably sound investment and a nonsubsidized investment for 
the Government of the United States. 

Mr. Jones. Answering the first part of your question, it would 
seem to me that it would be , reasonably sound investment from the 
Government's standpoint. I don’t believe we can settle here what 
the definition of subsidy is, because that is a question that has been 
discussed for years. 

If we define subsidy as merely an advantage to this entity, then even 
with Senator Kerr’s bill there would be some advantage since the 
Federal Government is lending its credit, some directly and some in- 
directly, to TVA, which is benefic ‘ial to it. 

From the standpoint of recovering all costs, there would be no sub- 
sidy, I believe, under the Kerr bill, because all costs would be returned. 

Senator Gore. Then would you say that the TVA without the Kerr 
bill—the TVA which has earned a net of approximately 4 percent on 
its power operations over the period of its life, while the cost of money 
invested in the TV A by the Government has been approximately one- 
half that much, resulting in a net return to the Treasury of some 2 
percent per annum on investment, has been or is subsidized power ? 

Mr. Jones. I believe 2 percent has been reinvested very largely 
rather than coming back to the Treasury, hasn’t it ? 

Senator Gore. Part of it has been reinvested by authority of the 
Congress. But, nevertheless, it is accrued to the Treasury just the 
same. 

Mr. Jones. Obviously the Treasury has had to pay interest on the 
investments they have made, so that has been a cost to the Federal 
Government. 

If you offset that with an increase in value residing in TVA—I don’t 
have the mathematics before me—it is entirely possible that there 
would have been no cost involved. 

Senator Gorr. As an accountant, if you were auditing the accounts 
of a firm, you would list its assets, and 1f you were : auditing TVA you 
would list’all of its assets whether financed by appropriations, revenue 
bonds, or reinvestment of power profits, would you not? 

Mr. Jones. Yes, sir. 

Senator Gorr. Then if you listed all of its liabilities, the difference 
would be the net worth, is that right ? 

Mr. Jones. That is correct. 

Senator Gore. And if the Government owns the TVA, it has a 
utility reasonably worth the difference between liabilities and assets? 
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Mr. Jones. That is correct. 

Senator Gore. Then the analysis which you just have given would 
be one commensurate with ordinary accounting practices? 

Mr. Jones. That is right. And if the net worth had increased suffi- 
ciently to offset the cost to the Government, then there would be no 
cost. But that doesn’t necessarily argue that there has been no benefit 
to TVA by virtue of the Federal Government loaning its credit, and 
thereby providing capital less expensively. 

Senator Gore. I agree with you thoroughly, Mr. Jones. The credit 
of the United States Government has been of immeasurable and in- 
calculable benefit to the Tennessee Valley. The people have benefited. 
They are grateful. So have other regions benefited by activities of 
the United States Government. They are grateful and we are proud. 
I mean we, the people in the valley, are proud. Wherever 
there is development in America, America has benefited. That is our 
view. However, we maintain insistently that TVA has not been a 
net cost to the United States Government. The TVA is worth far more 
as an operating utility now than the Government has invested in it. 

Senator Kerr. Would the Senator yield ? 

Senator Gore. Yes. 

Senator Kerr. You said that you did not maintain that it had been 
a net cost to the Government. I wonder if in reality you mean it has 
not meant the Government incurring a net loss ? 

Senator Gorr. That is what I mean. 

Senator Kerr. It is a fact that in view of their having $300 million 
now invested in it, which has been that amount or greater for a long 
time, and then before that a lesser amount for a long number of years, 
that it does have quite a substantial cost in it plus the carrying charges 
on the cost, but that even so, the value of the asset is enough to where 
in net balance it is not a net loss. 

Senator Gore. That is my view. 

Senator Kerr. That is a little different than I understood you to 
state it. 

Senator Gore. On top of that, the benefits which the Government 
itself has realized from the increased prosperity—— 

Senator Kerr. Taxes paid by the people. 

Senator Gore (continuing). Taxes paid by the people—have been 
vast. 

Mr. Jones. No question but that that is true, and the fact that TVA 
was available for rapid conversion to defense needs was an advantage. 

Senator Gore. We are very proud of the contribution that the v valley 
has been able to make to the national defense. We are proud of the 
vast expenditures of the Federal Government in other regions, the 
investment of flood control on the Ohio, the investment in our posts 
and harbors, the vast developments sponsored by the Government in 
reclamation and power in the West. We are proud of those things. 
But we are resentful when people continue to say that TVA power is 
subsidized power when the record shows from acceptable accounting 
practices that we are more than paying our way. 

I am not trying to supply the answer to you, but I would like to know 
your answer. Do you think, in view of the record, that TVA power 
today is subsidized power ? 

Mr. Jones. Senator, I will have to qualify, because I don’t have all 
the figures in mind, and I have made no calculations on this. But if 
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the TVA, including its accumulation of retained earnings, more than 
offsets the cost, then there has been no loss to the Government. 

I would think that there are those who would argue that the ad- 
vantage of the Government might be called a subsidy. As far as I am 
concerned, if the cost is recovered it is not a subsidy. 

Senator Gort. Then so far as you are concerned, TVA power is not 
subsidized power ? 

Senator Kerr. He said he couldn’t tell because he hadn’t the figures. 
He stated the principle and we who know what the figures are can 
apply them. 

Senator Gorr. If those figures are correct, what would be your 
answer ¢ 

Mr. Jones. If the rates that have been charged are fully compen- 
satory for all costs, then I would say it is not subsidized. 

Senator Gorr. In Mr. Wenzel’s report, with which you say you are 
not familiar, he recommended that TVA’s power supply should be 
taken over by corporations which would buy power at the bus bar 
and then leave the navigation and flood-control job to TVA. Do you 
think the power operations of the TVA should be sold ? 

Mr. Jones. No, sir. 

Senator Gore. Do you think it should be converted to separate 
operation, or do you think it should remain an integrated function ? 

Mr. Jones. So long as the Government has the operation, it is more 
economical to operate it, I believe, on an integrated basis. 

Senator Gore. What did you have in mind when you told Mr. 
Brundage that you could do a “good job” as one of the Directors of the 
TVA? 

Mr. Jones. As I testified this morning, I think, and I thought at that 
time, that there has been more heat than light maybe in connection with 
a good many of the discussions that have taken place, and I think that 
if I become a Director of TVA that I can get the folks together on a 
lot of things that they have been arguing about, and go from there. 

Senator Gorr. Go where from there ? 

Mr. Jones. Continue to operate peacefully. 

Senator Gore. Do you entertain some optimism that you can bring 
about a friendly relationship or friendly attitude toward TVA and its 

rogram and its functions and its purposes by the Bureau of the 
Budeet ¢ 

Mr. Jones. Yes, sir. 

Senator Gorn. If you could, you would be a godsend. 

Senator Case. Mr. Chairman: I wonder if Mr. Jones would have 
any hesitancy in assuring this committee that he feels he could do a 
good job in this position for which he has been nominated. 

Mr, Jones. Senator Case, I wouldn’t be here today if I didn’t feel 
that. 

Senator Kerr. Off the record. 

(Discussion off the record.) 

Senator Kerr. On the record. 

Senator Case. Mr. Chairman, I regret it very much, but I have to 
catch a plane at 6 o’clock and I must leave for my office. 

Senator Kerr. I understood that vou are anxious that this matter be 
acted upon as soon as practical, Will you leave your proxy? 

Senator Casr. I will leave my proxy. If you should come to a vote 
before 5, I can come back. 
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Senator Kerr. Senator Kuchel ? 

Senator Kucuet. I think the forthrightness with which you have 
answered questions has been most helpful. The Senator from Cali- 
fornia tries to make a presumption in favor of the nominees of the 
President. Subject to that presumption being overruled by testi- 
mony, I think that the presumption that I have engaged in has been 
strengthened by the manner in which you have answer ed the questions 
both to the Senator from Oklahoma and the Senator from Tennessee. 

To me, sitting here and listening to the questions, it seems to me 
that basic to the reason that the Congress wrote into the Tennessee 
Valley Authority statute a paraphrase with respect to the intentions 
of a member of the Board of Directors in entering upon his respon- 
sibilities was to have one free from any inclinations to impede the 
progress of the Tennessee Valley Authority, and thus the Congress 
intended in having a nominee profess himself to believe in the feasi- 
bility and the wisdom of the act that that be free from any type of 
mental reservation, and that the nominee thus publicly indicate his 
believe in what the Congress had done. 

Tam sure you agree w ith me in that. 

Mr. Jones. I do. 

Senator Kucuer. And your answers to the Senator’s questions on 
that particular point are to me the most important part of the testi- 
mony. 

I do not believe anyone has been here to impugn your character 
or your integrity. Certainly I have not heard that. I don’t believe 
anyone will. If there is any opposition which comes forth, it will be 
with respect to a contention of ideological inability to conduct the 
business of the Tennessee Valley Author ity as one of the members of 
the Board of Directors. 

I merely want to say for the record that in my judgment your 
answers, and the substance of them, have both to be indicated that you 
are desirous of meeting a real challenge by making the Tennessee 
Valley Authority work “and work better. On that basis, Mr. Chair- 
man, I am very delighted to be here and listening to a quite searching 
examination by my “colleague, Senator Gore, who I must say asked 
nothing but relevant questions and received answers which I believe 
will be effective to my Democratic brothers as well as to those over 
on this side of the table. 

Senator Kerr. Senator Cotton ? 

Senator Corron. Mr. Jones, I won’t take but a minute. T would 
like the privilege of making a statement to you, because if you be- 
come a Director of the Tennessee Valley Authority, I assume that you 
will continue to be dealing with this committee and with the C ongress. 

There are only two assurances that as a Senator I want to have in 
order to cast my vote for your confirmation. 

First, I think that you should know, if you don’t know that perhaps 
I am regarded on this committee as being one of those who is not 
as friendlv to TVA as some other Senators. I represent a section 
of this country where we have the highest cost power in the country. 
Despite all assurances and arguments to the contrary, I do regard TVA 
power as, toa on Lin extent, subsidized power. Despite all assurances 
to the contrary, I do believe that to some extent the people whom I 
represent have suffered from TVA and have contributed to their own 
disadvantage. And I am one who has steadfastly, as members of this 
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committee can testify, tried to limit the expansion of TVA to this ex- 
tent: that it shall not expand geographically without the full consent 
of the Congress. 

All that I want to be assured of, first is that a Director of TVA, 
in fairness to the rest of the country and to the Congress, will not 
seek to circumvent the will of the Congress by seeking to expand 
TVA/’s activities, especially from a geographic: al viewpoint, without 
consent of the Congress. I regard certain rulings of the General 
Counsel of TVA as being a cireumvention of the will of Congress 
and as wrong. 

That assurance is something that I feel entitled to ask as a repre- 
sentative of people who are not and never can be within the purview 
of TVA. 

The second thing that I am interested in may surprise you. But 
as a matter of fact, I admire the progress that TVA has made. As 
a member of the subcommittee which Senator Gore has mentioned, in 
the House, I have traveled the length and breadth of the Tennessee 
Valley. I think they are doing a magnificent job. As an American 
I am proud of that progress. As an American even from New 
‘ngland I am grateful for what TVA has done for national defense. 

And as a Senator I would never cast my vote to scuttle TVA by 
moving in a Trojan horse. All I want to know, and I think you have 
answered it—I think that your fairness has been very plain—from 
the standpoint of the people I represent I want to have the assurance 
that as a Director of TVA you would not seek to expand it beyond 
the will of the Congress by any act circumventing what you honestly 
believe to be the will of the Congress and the intent of its statutes: 
and second, I want to add before you answer that, second, as much 
as any member of this committee, I want your assurance that as a 
Director of TVA, as far as the people of the Tennessee Valley are 
concerned, as far as the territory it is serving, that you will whole- 
heartedly be in there pitching for TVA, and that whenever you are 
talking to me or any other member of this committee, you are doing 
it as an advocate of the continued expansion within that valley, the 
continued furnishing of low-cost power, the continued strengthening 
of its functions, the continued growth of TVA. 

Those two thing, I think are reasonable, both from the stand- 
point of the people, and I think they are fair. 

What is your reac tion to those? 

Mr. Jongs. Senator, you have my assurance as to both of those 
items. And I would like to add that I think the additional definition 
of the geographical limits of the responsibility of TVA from a lateral 
sts indpoint, as contained in Senator Kerr’s bill, are very helpful. 

It seems to me that the TVA does have as I believe I testified before, 
a public utility responsibility in the areas defined by the original act, 
with some proble m, I understand, as to just where that may end, now 
better defined in Senator Kerr’s bill if that should become law. 

From the standpoint of vertical expansion to meet the demands, cer- 

tainly I would feel obligated. 

Senator Corron. You understand that when I speak of geographic 
expansion, I am not suggesting that as a Director of TVA, as you be- 
come acquainted with its operations, I am not suggesting that you 
shouldn’t even advocate its territorial expansion. But only territory 
expansion with the full knowledge and consent of the Congress. If 
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the Congress decides to take in the State of Kentuc ky, the State of 
Ohio, or the State of Georgia, I have my opportunity of representing 
my own people and to deal with that in the Congress. 

The only thing that I have ever resented has been certain acts on 
the part of TV A authorities which in my opinion cause them to ex- 
pand without or beyond the Congress. That is all Iam asking, not any 
more than that. ; 

Mr. Jones. Iso understand. 

Senator Corron. And the second part you have already answered. 
I just want you to know that I am just as interested as Senator Hill 
or Senator Gore or any Senator from the Tennessee V alley, I am just 
as interested in seeing to it that a person who becomes a Director, with 
all the years that he will serve, with all the power that he will have, 
will never be boring from within to hurt TVA, but will be fighting 
to maintain it at all times. 

Mr. Jones. I would like to say, as Mr. Churchill said, I certainly 
have no intentions of presiding at the liquidation of TVA. 

Senator Corron. Thank you. That is all, Mr. Chairman. 

Senator Kerr. Mr. Jones, three other Senataors who are deeply in- 
terested in the success of the Tennessee Valley Authority—Senator 
Scott, you made your statement thismorning. Do you have any further 
questions? 

Senator Scorr. No. sir. 

Senator Kerr (continuing). Have indicated their desire to ask 
some questions and are very welcome by this committee and I know 
will be by you. 

First I will call on one of the great men in the Senate in my book, 
and one of the political geniuses in my judgment who helped bring 
this great agency into being, Senator Hill of Alabama. 

Senator Hitt. Thank you, Mr. Chairman, for those kind words. 

Mr. Jones, Senator Gore spoke of the concern which some of us feel. 
He expressed it to be like the burnt child who fears the fire. Some 3 
years ago we had General Vogel before this committee. He was on 
the Board at that time. He made all kinds of fine promises and he 
gave all kinds of strong assurances. But he went right on down and 
took his 9- year term—this is a 9-year term, as we know—and his 
record on the Board has been one of betrayal of those promises and 
of those assurances. 

You related, in answer to questions from Senator Gore, your con- 
versation with Mr. Brundage, how he told you that you could go on 
some Government commission and you told him you would like this 
9-year termon TVA. Isthat correct? 

“Mr. Jonrs. I told him I could do a good job on TVA. 

Senator Hux. And then Mr. Brundage took your name to the White 
House, is that correct ? 

Mr. Jones. That is right. 

Senator Huu. He was the one who recommended you to the White 
House ? 

Mr. Jones. That is correct. 

Senator Hix. And then you took it up with General Persons at 
the White House; is that correct ? 

Mr. Jones. Yes, sir. 

Senator Hix. It has always been my understanding that General 
Persons was the gentleman in the White House who first interviewed 
and recommended, I believe, General Vogel? 
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Mr. Jones. I had no knowledge of that. 

Senator Hinw. I appreciate that fact, but that has been my under- 
standing, that General Persons recommended General Vogel. 

I believe you said that you had no disagreements with Mr. Brund- 
age, is that right? 

Mr. Jones. That is right. 

Senator Hrixi. You were in accord with his policy and his admin- 
istration, is that correct ? 

Mr. Jones. Mr. Brundage is a fine man to work bie yes. If you 
are asking me if I agree with ev ery opinion he has, I do not. I have 
my own opinions. 

Senator Hitt. I appreciate that. In fact, that is true with all of us. 
But you stated as a proposition that you were in agreement with Mr. 
Brundage, is that right ? 

You made that statement in reply to some of the questions of Sen- 
ator Gore. 

Mr. Jones. I believe that the statement was to the effect that we 
had had no disagreement in our operation of the Bureau. 

Senator Hint. You had had no disagreement in the operation of the 
Bureau ¢ 

Mr. Jones. That is right. 

Senator Kerr. Will the Senator yield ? 

Senator Hiiu. Yes. 

Senator Kerr. Off the record. 

( Discussion off the record.) 

Senator Hitt. And you said you had had no disagreements ? 

Mr. Jones. Right. 

Senator Hiiu. Senator Gore asked you about this letter signed by 
you on April 29 last, addressed to this committee, the Honorable 
Dennis Chavez, chairman of this committee. You said that you were 
in agreement with the principles set out in this letter, did you not? 

Mr. Jones. That’s right. 

Senator Hunn. And I believe, when Senator Gore asked you par- 
ticularly about this provision here with reference to the bonds and 
the Government Corporations Control Act, you said that you agreed 
as to that provision ? 

Mr. Jones. I don’t recall quite what you are referring to. 

Senator Hixx. This is what I am referring to. The ‘letter said: 

No such bonds should be issued or sold, nor shall the proceeds thereof be used, 
except as necessary for such of the foregoing purposes as may be approved by 
the Congress in connection with its consideration of the corporation’s budget 
programs transmitted by the President pursuant to provisions of the Govern- 
ment Corporation Control Act, as amended. 

Mr. Jones. I believe the Senator and I had considerable discussion 
about that, in which I indicated that the advocates of a strong Execu- 
tive would be very much in favor of this particular way of controlling 
a Federal agency. I answered also that, from my standpoint as a 
manager of TV A, I would prefer more latitude. 

Senator Hix. But at the time you signed this letter, certainly you 
were in agreement with this statement in 1 the letter, were you not ? 

Mr. Jones. I think TVA could operate under that. 

Senator Hitt. And you were in agreement with the statement at 
the time you signed the letter, isn’t that correct ¢ 

Mr. Jones. T signed the letter ; yes, sir. 
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Senator Hitz. And you were in agreement with the statement at 
the time you signed the letter, Mr. Jones? 

Mr. Jones. I had no reservations about the statement. I have no 
reservations about the statement now. I think TVA could operate 
under that method. They would be responsive to the Congress. 

Senator Hix. And you think, also with reference to the second 
proposition : 

Notwithstanding section 26 of the Tennessee Valley Authority Act, as amended, 
none of the power revenues of the Tennessee Valley Authority should be used for 
construction of any power-producing units, installations, or progress (except for 
replacement purposes except as may be made available by the Congress after 
consideration of the budget programs transmitted by the President, pursuant 
to the Government Corporation Control Act, as amended. 

You were in agreement with that statement, were you not ? 

Mr. Jones. Yes, sir; and I think TVA could operate under that. 

Senator Hiri. You were in agreement with both of these statements 
and you think TVA could operate under both of the provisions of these 
two statements ¢ 

Mr. Jones. Yes, sir. 

Senator Hirx. Do you tell us that you believe in the wisdom and 
feasibilty of the act? 

Mr. Jones. Yes, sir. 

Senator Hiru. Do you not realize that those two statements are ab- 
solutely contrary to the feeling of the wisdom and feasibility part of 
the TVA Act? 

Mr. Jones. I do not think they are. 

Senator Hiri. You do not. You realize, of course, that there is 
nothing more fundamental in the TVA Act than the fact that we de- 
centralize the management, put that management in the Board down 
close to the problems, to the operations of the TVA in the Tennessee 
Valley, and gave to them the power to use their proceeds for investment 
in additional or new power-using units or installations or projects. 
You realize that, don’t you ? 

Mr. Jones. I realize that there was the intention of giving consider- 
able leeway. But I do not interpret the TVA law as separating TVA 
from the Congress. 

Senator Hirx. It is not a question, Mr. Jones, of separating TVA 
from the Congress. Not at all. And I should be the last man in the 
world to want to see that separation occur. But you realize that this 
power of investing those proceeds was given to the Board in the act, 
do you not ? 

Mr. Jones. Section 26, as I understand it, has been so interpreted. 

Senator Hix. It is not only so interpreted, the practice has been 
carried out time and time and time again. And the Congress has been 
advised time and time and time again. So it has been the law since 
the day the TVA Act was enacted ; isn’t that true, sir ? 

Mr. Jones. That part of the law has not been changed, that is my 
understanding. 

Senator Hiri. Then it has been the law and it is one of the most 
fundamental things in the TVA Act. isn’t it? 

Mr. Jones. It is one element of the TVA Act. I would not 
agree it is the most fundamental. 

Senator Hii. I said “one of the most fundamental.’ 

Mr. Jones. Perhaps one of the—— 
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Senator Hitt. Would you rather use the word “basic” ? 

Mr. Jones. Well, certainly it is basic, from the standpoint of the 
original act. 

Senator Hint. As far as the operation of the TVA is concerned, 
isn’t that true? Because time and again the TVA Board has exercised 
that authority to use the proc eeds and invested those proceeds in 
additional power-generating units and installations. Correct ? 

Mr. Jones. I understand they have; yes, sir. 

Senator Hitt. So when you say that you did agree with that pro- 
vision, then you really were not in agreement with the wisdom and 
feasibility of the act, were you ? 

Mr. Jones. I think I was. 

Senator Hitt. You also wanted that same provision to apply, did 
you not, to any bonds that might be issued. You said you agreed to 
the statement to that effect ? 

Mr. Jones. I think TVA could operate with that; yes, sir. 

Senator Hitu. I say you agreed with it. That was in your state- 
ment and you said you agreed with the statement. 

Mr. Jones. I have answered your question to the effect that I 
did sign the letter. 

Senator Hitn. And you agreed. 

Mr. Jones. That I agreed that TVA could operate under the 
provisions. 

Senator Hii. You realize what those provisions would have meant, 
don’t you ¢ 

Mr. Jones. I don’t consider that they would be as detrimental to 
TVA as it is implied by your questions, 

Senator Hitz. They meant, did they not, or they would mean had 
they been adopted as you recommended in your letter—of course this 
committee rejected that and the Senate of the United States rejected 


Senator Kerr. Would the Senator yield? 

Senator Hinz. Yes. 

Senator Kerr. I believe in fairness to the witness. He said that 
when he signed that letter he was advising the committee of what was 
the policy of the Bureau of the Budget, but that if it were left to 
him and he were making the decision that he would take the position 
that more leeway should be granted to the Directors. That is the 
way I understood him. 

Senator Hint. Mr. Chairman, I asked him at the time whether or 
not he was in agreement with these statements when he wrote them— 
when they were put in the letter and he signed that letter. 

Senator Kerr. And he said, in his judgment, that TVA could 
operate under them. 

Senator Hiri. He didn’t disagree with them. 

Senator Kerr. He made quite clear, at least to me, that he was 
signing the letter in the absence of the Budget Director as the policy 
of the Bureau, but that, as to his ee opinion, he did not 
entirely agree with it. That is the way I understood the witness. I 
would like to have him correct me if I am in error. 

Mr. Jones. That is correct, except I don’t want to run from the fact 
that I signed the letter. It was done as an institutional matter. It 
did represent the administration’s suggestions. And the word “sug- 
gestions” is used all through the letter. 
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On the floor of the Senate in the debate on the bill I believe you, 
Senator Kerr, pointed out that obviously every dotted “i” and crossed 
—" could not " be gotten together in these questions, but that you did 
recognize the pr inciples involved, and that you did work out the com- 
promise which seemed to be reasonable. 

Senator Hixx. I didn’t understand that you were in disagreement 
with these suggestions. 

Mr. Jonns, 7 don’t know how to answer you any more honestly, 
Senator. I did sign the letter, I think TVA could operate within it. 
As a Director of TVA I would have preferred not to have the re- 
strictions. In either event, the Congress has control. 

Senator Hitxt. Then you mean that you would vote against, Mr. 
Jones ? 

Mr. Jones. No, sir. 

Senator Hiii. Mr. Jones, you have been in the Budget Bureau; 
and you now say that you believe in the wisdom in the feasibility of 
the act. Yet those two provisions, in my opinion, are absolutely de- 
feating, destructive of the provisions of the act, because before a single 
bond would have been issued under that bond provision, TVA would 
have had to get approval and favorable recommendation of the Budget 
Bureau. 

Mr. Jones. Not necessarily. 

Senator Him. Under that act, that is what it would have amounted 
to. If it had come to Congress, it would not have gotten to Congress 
except as the Bureau of the Budget approved it and recommended it. 

Mr. Jones. I am sure you are very familiar with the fact that many 
things come to the Congress that do not come to the Bureau. 

Senator Hix. But when they come from the executive department 
they come through the Bureau of the Budget. Of course, Members 
of Congress themselves bring things here. But so far as the executive 
department of this Government is concerned, they come through the 
Bureau of the Budget. I am sure you will agree on that, would you 
not? 

Mr. Jones. Yes, sir: I would agree on that. 

Senator Hitt. You would agree thoroughly on that, would you not ? 
That is the rule of procedure ? 

Mr. Jones. I would agree that nothing would come in the Budget 
that was not agreed to by the executive. 

Senator Hix. And under the law of the land the TVA Board could 
not come here on its own initiative and say, “We have been turned 
down by the Budget but we want to make our recommendation over the 
Budget.” Isn’t that correct ? 

Mr. Jones. There is a general practice in the executive to that 
effect, that is correct. But it is also the general practice that agencies 
do come directly to the Congress. 

Senator Hiri. They can’t come on their own initiative, over the 
heads of the Bureau of the Budget. 

Mr. Jones I agree with you that it would be more difficult for TVA 
under those circumstances, There would be more central concern. 

Senator Hitz. The TVA Board on its own initiative could not come 
over the Bureau of the Budget. 

Mr. Jones. As a practical matter they could. 

Senator Huu. They would be in violation of the law. Congress 
might ask them up here. When they came up here at a request of this 





ju, 
ed 
id 


US 


of 


‘le 
ld 
et 


ad 
SS 
it. 
Ly 


nt 
rs 
ve 
ne 


yu 


et 


ld 
“dd 


at 
eS 


ss 


NOMINATION OF ARNOLD R. JONES 47 


committee on a question from a member of this committee they would 
give an honest answer, but they couldn’t send their recommendations 
up here saying, “We sent these recommendations to the Bureau of the 
Budget and the Bureau of the Budget doesn’t agree with us, so we 
sent them on direct to you.” They couldn’t do that. 

Mr. Jones. No, sir, they couldn’t. 

Senator Hitt. They could not. 

Mr. Jones. But as a matter of practice it is no problem to get some- 
one to ask for any recommendation that an agency wants to bring to 
the Congress. 

Senator Hiri. But it doesn’t come like it does when it comes with 
a recommendation of the Bureau of the Budget. It comes perhaps on 
the defensive to start with, the very fact that it has been turned down 
by the Bureau of the Budget. The presumption, of course, is against 
it. Certainly in the matter of issuing these bonds, under these two 
suggestions they couldn’t have issued one dollar’s worth of bonds, they 
couldn’t have taken any action at all without first going to the Bureau 
of the Budget and getting approval of the Budget. 

Mr. Jonrs. The President, of course, declared in favor of financing 
TVA by revenue bonds, and he 

Senator Hitt. That was a general declaration on the part of the 
President. 

Mr. Jones. It was in his budget message. 

Senator Hiri. I am speaking now about the operation. If these 
two provisions have been in the law they couldn’t have issued one 
dollar’s worth of bonds without trying to get a recommendation and 
approval from you? 

Mr. Jones. That is correct. 

Senator Hiri. Isthat correct? 

Mr. Jones. Yes. 

Senator Hitz. Not one dollar. That is what this committee turned 
down and what the Senate turned down, because this committee and 
the Senate believe, as Congress has believed over the past 20 years, in 
the wisdom and feasibility of the act. 

Mr. Jones, we have heard a good deal recently about partnerships. 
Are you familiar with the TVA partnership ? 

Mr. Jonrs. Do you mean with the Alcoa dams? 

Senator Hitt. No; not with the Aleoa dams. I mean so far as the 
operations and distribution of power. Sere an 

Mr. Jones. The fact that the REA’s and municipalities distribute 
power? Yes, I am familiar with that. a 

Senator Hinz. The truth is that your municipalities, some 98 of 
them, and about 51 REA’s, are really the main distributors of power ? 

Mr..Jones. Yes, sir. 

Senator Hiin. And yet the Bureau of the Budget has been the worst 
enemy of that partnership, isn’t that true ? 

Mr. Jones. No, sir. 

Senator Hii. You don’t think so? 

Mr. Jonzs. No, sir. 

Senator Hix. Are you familiar with what has been the position 
of the Bureau of the Budget so far as this partnership and so far as 
TVA is concerned ? 

Mr. Jonrs. I am not familiar with all the specifics; no, sir. 
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Senator Hiiz. You realize, do you not, that the Bureau of the Budg- 
et has refused to recommend one single dollar for any new power- 
generating plant for TVA ? 

Mr. Jones. I believe that in the last 5 years more money has been 
spent for power at TVA than in any other 5 years. 

Senator Hixx. I think if you check the record—if that is true it is 
due to two facts, Mr. Jones, and check the record: One is that they 
were spending money that the former administration, the Truman ad- 
ministration, had appropriated; and the other is that the Board 
proceeded to do the very thing that this suggestion recommends they 
not be allowed to do, they proceeded with its revenues, and it has not 
come from any recommendations of the Board of Directors. 

Mr. Jones. The Bureau of the Budget recommendation this year 
includes money for steam power, $1,74: 2,000. 

Senator Hix. That is for an additional unit? 

Mr. Jones. No, sir; it is for the cleanup on the last seven. 

Senator Hiri. You said how much ? 

Mr. Jones. $1,742,000. 

Senator Hix. You are exactly right. That is for cleanup of 
plants that were started under the former administration. They are 
just now coming totheend. And this is for a cleanup of those plants, 
is that right? 

Mr. Jones. That is right. The authorization was I believe during 
the prior administration. 

Senator Hiiw. It was in the prior. Not the authorization, the ap- 
propriation was started in the previous administration. The plants 
were started. 

Mr. Jones. They were started. I believe the appropriations have 
been made in the last few years. 

Senator Hix. Under this administration, during the last 5 years, 
there has been no appropriation to start one single new plant? 

Mr. Jones. That is correct. 

Senator Hitz. For TVA, is that correct? 

Mr. Jones. That is correct. 

Senator Hitz. Not one single new plant for TVA ? 

Mr. Jones. That is right. 

Senator Hix. It is also true that it was the Bureau of the Budget 
that did the working out under cover, in secrecy, of the Dixon- Yates 
deal ? 

Mr. Jones. I have no knowledge of that. 

Senator Hizx. You have no knowledge of that. You have heard 
about it, have you not? 

Mr. Jones. I have read the papers. 

Senator Hm. You have read the papers. From what you read 
in the papers do you have any doubt it was the Bureau of the Budget 
that did it? 

Mr. Jones. I would not want to agree with the statement which 
you made from my reading of the papers. 

Senator Hii. Have you any doubt that it was the Bureau of the 
Budget that brought Mr. Wenzel down here in secrecy and that it 
was as a result of his work with the Bureau of the Budget that this 
Dixon- Yates deal was worked out ? 

Mr. Jones. I do not recall all the parts of what I even read 
the paper about that. 
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Senator Hitu. Do you tell this committee that you don’t know who 
worked out the Dixon-Yates deal? 

Mr. Jones. I tell this committee that I am not familiar with the 
Dixon-Yates deal; yes, sir. 

Senator Hit. And you don’t know anything about Mr. Wenzel ? 

Mr. Jones. I have never met Mr. Wenzel. 

Senator Hitt. You don’t know about his operations down here? 

Mr. Jones. No, sir; I do not know about his operations down here. 

Senator Hiti. Do you know anything about the suit in court that 
grew out of the Dixon-Yates deal ? 

Mr. Jones. I know that there is a claim in the Court of Claims; 
yes, sir. 

Senator Huu. That is right, on this Dixon-Yates contract. 

Mr. Jones. I know that exists; yes, sir. 

Senator Hitz. Do you know what the plea of the Government in 
defense has been on that suit? 

Mr. Jones. I am not familiar with it. 

Senator Hix. You are not. It was an unlawful, illegal contract 
because of conflict of interests. You don’t know that? 

Mr. Jones. I am not familiar with that. 

Senator Hiri. You are not familiar with that. Are you familiar 
with the fact that the Bureau of the Budget has opposed the use of 
proceeds by the TVA Board for the construction of additional gen- 
erating facilities? 

Mr. Jones. Yes. The Bureau of the Budget has taken a position 
that they should not do that until the Congress has authorized them. 

Senator Hinx. It is already authorized in the act. 

Mr. Jones. Specifically. 

Senator Hin. It is already specifically authorized in section 26 (a) 
of the act. They have been doing it for years. 

Mr. Jonrs. The position that has been taken by the Bureau, as I 
understand it, is that the specific projects should be authorized. 

Senator Hinz. Are you familiar with the fact that the Bureau of 
the Budget has opposed the use of the power revenues by the TVA 
Board for the installation of additional units, power generating units? 

Mr. Jones. I know of no opposition except the matter of getting 
specific congressional approval in advance. 

Senator Hitz. Don’t you know that the Bureau of the Budget be- 
fore the House committee last year very vigorously opposed the use 
of proceeds by the TVA Board, for the exercise of the power which 
has been in the basic act? We passed it on May 18, 1933. 

Mr. Jones. Lam not familiar with that testimony. 

Senator Hix. You are not familiar with that action at all? 

Mr. Jones. No, sir. I have not read the testimony and I was not 
present. 

Senator Hix. So you don’t know about these many hostile acts on 
the part of the Bureau of the Budget to the TV A ? 

Mr. Jonrs. I do not. 

Senator Hiri. You don’t know of the efforts of the Bureau of the 
Budget to seize the control of TVA itself ? 

Mr. Jonrs. No; I donot. 

Senator Hitz. And you now come out of that Bureau of the Budget, 
where you have had a very happy experience, a very fine association 
with Mr. Brundage, the head of the Bureau ? 
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Mr. Jones. Yes, sir. 

Senator Hut. And he is the gentleman who took your name to the 
White House, to suggest that you receive the 9-year appointment? 

Mr. Jones. That is correct. 

Senator Hitt. Thank you. 

Senator Kerr. Did Senator Cooper leave ? 

(No response. ) 

Senator Kerr. Weare going to proceed until 5 o’clock. 

Mr. Jones, Senator Cooper and Senator Kefauver want to ask you 
some questions. Would it be convenient for you to be here at 10 o’clock 
tomorrow ? 

Mr. Jones. Yes, sir. 

Senator Kerr. Very well. 

I want to express my appreciation of your efforts to enlighten this 
committee. 

Senator Cooper, how long would it take you to ask your questions? 

Senator Cooper. Five or ten minutes. 

Senator Kerr. It is our purpose to continue until 5 o’clock. If 
you want to do that now, we will be happy to have you do that. If not, 
the witness will be available to you in the morning at 10 o’clock. 

Senator Cooper. I will wait until tomorrow morning. 

Senator Kerr. We are going to use the 15 minutes time either by 
you or other witnesses here. 

Senator Cooper. Then I am ready. 

Senator Kerr. Would you just as soon go on now ¢ 

Mr. Jonrs. Surely. I am available to the committee. 

Senator Coorrr. Mr. Jones, I may go over some of the ground that 
eon been covered. If I do, [hope it will be understood. 

Reference has been made to the provision of the TVA Act which 
requires that all members of the Board shall profess a belief in the fea- 
sibility and wisdom of the act. Would you mind explaining your con- 
ception of the purposes of the TVA Act, the general value of the TVA 

Act? 

Mr. Jones. Senator, as I believe the testimony this morning will 
show, I responded to a similar question to the effect that my under- 
st anding 1 is that the recommendation by President Roosevelt early in 
1933 grew out of making use of Muscle Shoals Plant which was then 
idle. About five priorities were stated in the original act, the first of 
which was flood control; second, navigation; third, power generation 
in connection with the dams used for navigation and flood control; 
fourth, in connection with fertilizer and munitions; and fifth, with 
regard to the economic well-being of the people in the valley 

Senator Cooper. Do you support those purposes ? 

Mr. Jones. I do. 

Senator Coorrer. The greatest controversy that has arisen over the 
TVA Act, at least in my service in the Sen: ite, has arisen over its power 
functions. What is your idea of the value—if you consider there is 
any—of the TV A’s power functions, other than supplying an area of 
the country ? 

Mr. Jones. I think TVA has done two very worthwhile things in the 
power area. No.1, it has demonstrated the elasticity of the demand for 
power. In other words, the fact that power is m: ide available at a low 

rate has encouraged its additional use. In addition to that the mass 
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production of power, using a combination of steam and water, has 
indicated the economies of mass production of power. ; 

Senator Cooper. You have stated in your testimony that it is your 
judgment that basic policies of the Tennessee Valley Authority are 
matters within the jurisdiction of the Congress. Am I correct about 
that ¢ 

Mr. Jones. I believe that is correct. I am not just sure what you 
mean by the word “jurisdiction.’ 

Senator Coorer. A few minutes ago I asked you what you considered 
to be the purposes of the TVA Act, and you outlined your views of the 
major purposes as embodied in the act. Do you consider that it is 
within the jurisdiction of the Congress to determine policies of the 
Tennessee Valley and to make such changes as it may deem proper? 

Mr. Jones. Yes, sir. 

Senator Coorer. Or do you consider the determination of policy a 
function of the executive branch of the Government ? 

Mr. Jones. I do not consider that an exclusive function of the exec- 
utive. It is appropriate, of course, for the executive branch to make 
recommendations. But as far as congressional policy, it is the exclu- 
sive prerogative of the Congress to declare congressional policy. 

Senator Kerr. What do you consider then the function of the 
executive branch in the field of policy as far as TVA is concerned ? 
You stated that certainly they can make recommendations. But once 
the Congress has enacted legislation, do you then consider that the 
executive branch has any power or author ity to change those policies? 

Mr. Jones. No; I do not think they have the right to change those 

olicies. I think it is to be expected there may be § some differences in 
interpretation as to what the policies may be. But it is the responsibil- 
ity of the Executive to execute the laws and to carry them out. Sim- 
ilarly, however, the President is charged with responsibility of advising 
the Congress of any changes he thinks should be made as far as his 
state of the Union message is concerned. 

Senator Kerr. I am not raising any question at all about the right 
and responsibility of the executive brane h to make recommendations 
to the Congress. What I am raising is this question, and I think it is 
a basic question : When the Congress has acted, whether in the original 
act or amendment to the act, whatever the act is now or what it may 
be, do you consider then that the Executive has any right by any means 
other than to recommend to the Congress to attempt to change the basic 
policies of the Tennessee Valley Authority ? 

Mr. Jones. I donot. ; 

Senator Coorer. Senator Gore raised a question earlier, and di- 
rected your attention to this problem: The Congress in the past made 
appropriations for the power needs of the Tennessee Valley Authority. 
It became evident that the Congress would not continue to appropriate 
on the scale needed, and that is of course the reason for the development 
of a self-financing bill. What would you think if some other method 
of supplying power were proposed, that is, if some agency of the 
United States Government contracted to introduce power into the 
Tennessee Valley area against the decision of the Board of Directors 
of the Tennessee Valley Authority? I refer to the kind of plan that 
was formulated in the Dixon-Yates matter. Do you think that a 
proper method of providing power for the Tennessee Valley 
Authority ? 
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Mr. Jones. As I have testified, I am not familiar with the Dixon- 
Yates plan, if that is a description of the situation. Certainly I 
would say that it is appropriate for TVA to supply power to the 
area that has been preempted by the Government in that area. That 
being the case it would not be appropriate for another Government 
agency to invade it unless the Congress had provided therefor. 

Senator Coorrr. I think we all know that when we talk about the 
selection and confirmation of a Director of the Tennessee Valley 
Authority, we are talking about a controversial subject. 

Mr. Jones. Yes, sir. 

Senator Cooper. It is true that the TVA is rather unique ; and that 
there are persons in the country who do not like the Tennessee Valley 
Authority. I am sure that a great many private utilities do not like 
the TVA. There are other people who for other reasons do not like 
it. There are others who are enthusiastic about the TVA. If you 
should become a Director of the Tennessee Valley Authority would 
your views be independent, and objective, or would you consider that 
you had to take the viewpoints of, I'll say first, the Bureau of the 
Budget, as conclusive upon your views? 

Mr. Jones. If I become a Director of TVA I will be a completely 
free agent to exercise my own judgment. I would consider the views 
of any one that might have something to do with it. But I would 
reach my own conclusions. 

Senator Coorrr. I may say, speaking for myself, that I have not 
always agreed with the views of the Bureau of the Budget toward 
TVA. On the other hand, I believe neve the recommendations and 
views of the people who live in the area are not necessarily perfect. 
For example, the letter which you ei to the Congress representing 
the viewpoint of the Bureau of the Budget upon se 1f-finane ing legis- 
lation have been questioned as unfavorable to the Tennessee V alley 
Authority. But the recommendations made by those who work for the 
Tennessee Valley Authority were certainly not accepted by the Con- 
gress. The views of the TVA were not accepted by this committee 
as being appropriate for financing legislation. I don’t think we can 

say th: at the views of extremists are perfect views. What I hope for 
is that you, or whoever becomes a member of the Tennessee Valley 
Authority, will be free and independent and objective and has enough 
courage to stand up for his own views; to hear all views and to make 
his own decision. 

Mr. Jones. Senator, I can assure you that if I become a Director 
of the TVA, and remain a Director of TVA, that I will make up my 
ownmind. Another thing that has not been brought into the hearing, 
the Congress has an additional control over the Directors of TVA 
because I believe it is the only corporation where the Directors are 
removable by concurrent resolution. 

Senator Coorer. Do you have any bias against TVA ? 

Mr. Jones. I do not. 

Senator Coorrr. Its idea, its purpose, its concept ? 

Mr. Jones. I do not. 

Senator Cooper. I will say one other thing. I can understand how 
a man could become a member of the Board and being an honorable 
man, and a man who wanted to do well in his job, would carry out liter- 
ally the law, as he understood the intent of Congress. But TVA being 
what it is, a unique conception, a unique and controversial organiza- 
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tion, it seems to me that a man cannot do well in this position; that 
he cannot actually carry out the purpose of the Tennessee Valley Act; 
that he can’t assist in its progress, unless he really believes in it at 
heart, and unless he has some enthusiasm about it. I can’t assume 
that a man beginning this job might have all those qualities. Do you 
have any comment to make upon what I have just said? 

Mr. Jones. I believe I said to the committee a while ago that I 
would be untruthful if I came here and represented that I was en- 
thusiastic about it. I do accept it, I do believe in it. I think I can 
do a good job in carrying out the administration of TVA. I predict 
that probably I will be more enthusiastic than I am now when I 
actually get into the operation of the TVA. It has been my experience 
that in general, as I get into a job, I do become enthusiastic about it. 
But I don’t want to represent to this committee that I am an 
enthusiastic potential Director. 

Senator Coorer. You did make the categorical statement that as a 
member of the Board you would not be—and I do not say this reflecting 
upon anyone, I say it so it may be a part of the record—that you would 
not feel that you were bound by the predilections or the views of the 
Bureau of the Budget or any other agency of the Government, or any 
other group. 

Mr. Jones. I certainly would not be bound by the views of the 
Bureau of the Budget. 

Senator Cooper. I think that is all. 

Senator Kerr. Senator Hruska, do you have any questions to ask 
Mr. Jones? 

Senator Hruska. Just one or two at this time, Mr. Chairman. I 
should like to defer to those other witnesses if you intend to continue the 
hearings. 

Senator Kerr. We intend to continue until 5 o'clock, and then recess 
until 10 tomorrow morning. 

Senator Hruska. Then I havea few questions to round it out. I will 
perhaps have others later on. 

Several times, Mr. Jones, you have reiteri ated what you have just 
testified to in response to Senator Cooper’s questions, namely, that you 
would be independent of the Bureau of the Budget and that you would 
exercise your own independent judgment. I think the Bureau of the 
Budget is fine, I think it serves its purpose. I suppose it has some 
disadvantages and drawbacks as an institution in the minds of some, 
depending on what issues are involved. However, it is not the only 
organization in America that is concerned with TVA. There are 
others that have interests in TVA. Some of them are friendly, and 
some of them are not friendly. Would you say that you would not be 
bound by the whims of other organizations that might express their 

views to you with reference to decisions pertaining to TVA if you 
should become a Director ? 

Mr. Jones. I would say that. If I become Director of TVA my 
responsibility will be to do the best I can for that organization; re- 
gardless of others. 

Senator Hruska. So that when you say that you will use your inde- 
pendent judgment that means as to all organizations. Am I safe in 
saving “i at ? 

Mr. Jones. Yes, sir. 
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Senator Hruska. Any pressure groups, whether they be political, 
social, religious, or whatever they might be ? 

Mr. Jones. I would answer that in the affirmative, except to say 
this: certainly I will be available and will listen to anyone who wants 
to make suggestions. , 

Senator Hruska. I think you have made clear that you would listen 
to the Bureau of the Budget under the statutory fashion in which your 
duties are outlined; and you would be required to. In all fairness I 
presume you would listen to other organizations as well? 

Mr. Jones. That is right. 

Senator Hruska. Mr. Jones, the TVA is a corporation which has 
delegated powers. Those powers are created by the Congress of the 
United States. It is by those powers that its scope of activity is defined 
and described. This morning you indicated, in response to a question 
about the bill recently p: ised, the Kerr bill, passed in the Senate, that 
you thought it fairly proximated what was needed in that field. And 
I think by and large you said that you approved it. Am I correct in my 
recollection ? 

Mr. Jones. That is correct. 

Senator Hruska. Suppose, Mr. Jones, that that bill is amended 
radically either in the House or in conference committee after the 
House gets through with it, so that it is not what its present form 
is, but that it is changed radically in one or another of its fundamental 
provisions. What would your attitude be about the bill then? 

Mr. Jonrs. Of course, it would depend upon what those changes 
are. But from the standpoint of administering TVA, if that became 
the law, that is the policy that I would follow. Obviously, T can’t 
answer whether or not I would think that TVA could operate well 
with a bill that I do not know what it provides. 

Senator Hruska. The purpose of my question was to find out if 
vou felt you were a policymaker or if Congress were a policymaker. 
Do you conceive of the Board of Directors of TVA as being the ulti- 
tnate policymakers, or is it the Congress that is the ultimate policy- 
maker? Whether you agree with the policy or not, which of those 
two make ultimate polic y? 

Mr. Jones. The Congress, without any question. However, the 
authority in sections 22 and 23, which give certain powers to the 
President, which have in turn been delegated to the TVA Board, do 
require that the Board make recommendations. Actually those two 
sections probably had an expiration date. But the thought is still 
there. I would think it would be perfectly appropriate for the Di- 
rectors to make recommendations. 

Senator Hruska. In suggesting that there is a situation where the 
provisions of the Kerr bill could be radically different, I don’t want 
to be deemed by any one present here as being prophetic or being 
possessed of any knowledge as to what is going to happen in the 
future. I just wanted to get the idea over in my own mind and to 
get some statement from you with reference to who you consider being 
the ultimate power, that is ultimate policymaking body. So in general 
can it be said Mr. Jones, that whatever that policy is as determined 
by Congress, that is what you will attempt to administer ? 

Mr. Jones. Yes, sir. 

Senator Hruska. To the best of your ability as you see your best 
judgment to dictate? 
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Mr. Jones. Yes, sir. 

Senator Coorer. May I ask a question, if he is through? 

Senator Hruska. Go ahead. I am not quite through, but go ahead. 

Senator Cooper. This might be asked for clarification and in fair- 
ness. Senator Hill propounded a line of questions upon recommen- 
dations that came to the Congress in the letter signed by you, which 
would require any proposal for the issuance of bonds to be submitted 
to the Congress. That letter was directed, as I understand the case, 
toward the bill which at that time was before the committee; a 
bill which had no restrictions upon the amount of bonds to be issued, 
the area in which the proceeds would be used, or any provision for the 
consultation with the Treasury. But the fact that a bill had been 
passed, which places restrictions upon the amount that can_be is- 
sued, certain geographical restrictions, provision for consultation 
with the Treasury as to time of issuance, would you say, with those 
restrictions, that it is reasonable, not only re vasonable but it should 
be, within those limits, it is perfectly reasonable for the Board of 
Directors of the Tennesse Valley Authority to issue bonds as they 
deem proper to the extent of the $750 million without that require- 
ment to come to the Congress to secure approval on every increment 
of cost? 

Mr. Jones. Do you mean without the filing with the Congress 
their intention to expand new projects? 

Senator Coorer. They are not to expand. 

Senator Kerr. Without getting affirmative approval. 

Mr. Jones. I believe I testified this morning that I didn’t think 
that was a matter of substance but rather a matter of procedure. In 
either event the Congress has control. 

The procedure outlined in the Kerr bill, in my opinion, is adequate, 
which does provide for filing with the Congress the intention of 
starting a new steam plant for example, and the report then lying 
with this committee very probably, for 90 days before the action is 
taken; which gives Congress its opportunity if they feel some change 
in the policy should be made to—— 

Senator Cooper. I am not talking about expansion. I am talking 
about the use of the proceeds, the $750 million, in any prescribed 
service area without the necessity of securing an approval of Con- 
gress for the increment of any issuance of bonds. Do you think that 
with the safeguards that have been placed in the bill that that is a 
reasonable procedure ? 

Mr. Jones. The bill now provides for coming to Congress, Senator. 

Senator Cooper. Coming to Congress for what ? 

Mr. Jones. Filing a report with Congress and waiting 90 days 
before going ahead. 

Senator Cooper. I disagree with you. If it is within the geo- 
craphic area 

Mr. Jones. You are talking only about the use of the revenue. I 
thought you were talking about the bonds. 

Senator Coorrr. Both. 

Mr. Jones. So far as the use of bond proceeds is concerned, I be- 
lieve I am correct that a report must be made to the Congress, and 
then wait 90 days before you may proceed. 

Senator Cooper. I think you are wrong on that. 

Mr. Jones. AmTright, Mr. Chairman ? 
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Senator Kerr. Let me see if I can clarify my own thinking and 
the question. As I remember it, the act provides that they can in- 
crease the facilities at any existing plant out of the proceeds of the 

sale of these bonds without filing a report and waiting for the absence 
of disapproval by the Congress. 

Mr. Jones. That is right. Additional units at existing plants. 

Senator Kerr. If it has to do with additional units, that is a new 
project, if it has to do with a new project, then they have to file the 
report here, as I remember the bill, with the Congress, and let a 
period of time expire, and then in the absence of disapproval they 
may proceed. Isthat not right / 

Senator Hitt. That is correct. 

Senator Kerr. Is that the way you remember it, Senator Cooper ? 

Senator Coorer. My thought is that if the proceeds of the bonds 
were to be used to build facilities, to furnish power for the service 
areas defined, that the Board of Directors had the authority then 
to proceed on their own as far as those revenues were concerned. 

Mr. Jongs. No, sir. 

Senator Kerr. Senator, I believe there is this exception: they use 
the proceeds of the bonds to add another generating unit to an 
existing project. They do not have to file then. But if they are 
going to build a new plant, aside from those now in operation, then 
they have to advise the Congress that they plan to use the proceeds 
of the bonds for that purpose and await the expiration of the 90-day 
period I believe, and then proceed in the absence of disapproval by 
Congress. 

Mr. Jones. That is true as to both bond proceeds and power 
revenue, It is contained on page 5 of S. 1869. Units may be added 
without that, both from bond proceeds and power revenues. 

Senator Kerr. Without coming to Congress ? 

Mr. Jones. Yes, sir. 

Senator Cooper. And do not require an affirmative act of Congress? 

Senator Kerr. No. They have to await the opportunity for Con- 
gress to disapprove. And Congress not disapproving, then they can 
proceed with the new plant. 

Senator Cooper. I understand that. 

Senator Hruska. That is all that I have at this time, Mr. Chairman. 

Senator Kerr. I have a few questions. 

You have told us, Mr. Jones, that you believe in the wisdom and 
feasibility of the TVA Act. 

Mr. Jones. Yes, sir. 

Senator Kerr. Sincerely ? 

Mr. Jones. Yes, sir. 

Senator Kerr. You have made a statement which frankly I think is 
subject to correction of some misunderstanding. I either didn’t 
understand all of your testimony, or I contemplate the possibility that 
the statement I am going to refer to could be misunderstood. You 
said that you wouldn't go into this as an enthusiastic director. I take 
it that you are a man who, if you went into this job, believing in the 
wisdom and feasibility of the act, you would be vigorous in your effort 
to efficiently and effectively administer the act. 

Mr. Jones. That is correct. 

Senator Kerr. I interpreted your statement that you wouldn’t go 
into it as an enthusiastic advocate of it to mean that by your t taking a 





NOMINATION OF ARNOLD R. JONES 57 


place on it you wouldn’t thereby indicate that prior thereto you had 
been or at the moment were a flaming advocate of the act if it weren’t 
in existence, but that you didn’t thereby mean to express any lack of 
purpose to vigorously and effectively partic ipate in the administration 
of the program in accordance with the spirit of the law which created 
the authority and launched the project. 

Mr. Jones. That is correct. The only thing I was trying to be 
perfectly honest about is that I had not spent my life as an advocate 
of TVA and that this is the culmination of that enthusiasm. I do feel 
that I have some manageability. And that is the contribution that I 
can make. I am completely prepared to make that contribution to the 
TVA as it is organized. 

Senator Kerr. I say to you quite frankly, as one member of this com- 
mittee IT won’t look with favor upon a man whose attitude would be 
that if appointed he would feel that he had satisfied the obligation of 
the oflice by becoming a caretaker. 

Mr. Jones. That is right. 

Senator Kerr. Frankly, I don’t think a man ought to take this place 
unless he were going to vigorously strive to make it a complete success. 

Mr. Jones. I have every intention of doing everything I can to make 
it a success. 

Senator Kerr. And in the matter of that effort would it be possible 
or appropriate for you to say, and say accurately, that you would do 
that enthusiastically ? 

Mr. Jones. From the standpoint of devoting my efforts enthusi- 
astically to the job; yes, sir. 

Senator Kerr. And that you would be enthusiastic in doing it on 
a basis consistent with a statement by you that you believe in the wis- 
dom and feasibility of the act. 

Mr. Jones. I believe that is correct, yes, sir. 

Senator Hruska. Mr. Chairman, my recommendation of the qualifi- 
cations of a Director is that the candidate should profess a belief in the 
wisdom and feasibility of the TVA. I don’t recall in any of my read- 
ing that it required or that it specified the words “enthusiastically” or 
with crusader-like devotion and dedication, or any other degree of 
belief. 

Senator Kerr. They are not in the act. 

Senator Hruska. I think it is legitimate to ask the witness, and I am 
interested in this exchange of views. I subscribe to the chairman’s idea 
that I certainly wouldn’t be very much impressed by any one who would 
undertake the duties of a Director in the capacity of a caretaker as a 
chair filler. But on the other hand I must say, Mr. Jones, that I am 
rather gratified at the fashion in which you put it, namely, that you 

can’t be said to be as enthusiastic as David Lilienthal, for example, and 
yet if after working at this for a while you are going to be taken by it as 
many others are. I have an idea that you are going to turn out to be 
sympathetic and enthusiastic about it in not too “far a distant future. I 
want to say again, I just hope that when these hearings are read that 
someone won’t think that the qualifications of the job : and the statute 
require an enthusiastic and crusaderlike approach to it. Those words 
aren’t there, as I remember the language. 

Senator Kerr. I did not intimate that they were, nor was anything 
even remotely akin to that inherent in what I said as to what is in the 
law, nor did I indicate that I thought there should be an enthusiasm 
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equal to that of Mr. Lilienthal. I did say that, so far as I was con- 
cerned, I would be disappointed if any man went into this job without 
an enthusiastic purpose to be successful in it, and on a basis consistent 
with the statement he made that he believed in the wisdom and feasibil- 
ity of the act. 

Senator Hruska. If the chairman please, in your absence during the 
course of the day, there were other questions along this same line, and 
reference was made at that time to David Lilienthal and those refer- 
ences were initiated by the witness. It was to that that I made refer- 
ence. I didn’t personally want to put into the statute any words which 
were not there. But I do feel that in fairness to the witness and to the 
entire tenor of the hearings that attention should be called to the fact 
that they are not there. 

Senator Kerr. I was not referring to Mr. Lilienthal at all in my 
questions. 

Senator Hruska. No, but he has been referred to above. 

Senator Cooper. May I makea statement ? 

Senator Kerr. Yes. 

Senator Coorrr. I also introduced the word “enthusiasm.” I laid a 
background for it, which might take a minute to develop. Of course, it 
isn’t a provision in the act or in the qualifications of a Director. I 
laid it in this background. First, I certainly wouldn’t expect that a 
Director would follow every whim of someone who was an enthusiast 
about TVA, or any doctrinary view about it. On the other hand we 
face a reality when we say that we know there are people who do not 
like the Tennessee Valley Authority. I think it would be contrary to 
what all of us want here who say we support the intent of legislation, 
that should be made directly, not directly by act of Congress but indi- 
rectly. So when I was talking about enthusiasm it might have been 
better to have said “purpose,” and that is an earnest, honest, independ- 
ent purpose to adhere without reservation to the objectives and pur- 
poses of the Tennesee Valley Authority Act, to see that it is preserved, 
to see that it progresses, and not to do anything to kill it. 

Mr. Jones. I can answer that statement in the affirmative without 
reservation. I simply want to be completely honest with the com- 
mittee. 

Senator Coorer. I appreciate that. 

Senator Kerr. Well, we will recess until 10 o’clock in the morning. 
The other witnesses then will be given an opportunity to be heard. 
Senator Kefauver will be the first to ask his questions in the morning. 

(S. 1869 referred to is as follows:) 


[S. 1869, 85th Cong., 1st sess.] 


AN ACT To amend the Tennessee Valley Authority Act of 1933, as amended, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the last three paragraphs under the sub- 
title “Independent Agencies and Corporations” in title II of the Government 
Corporations Appropriation Act, 1948 (61 Stat. 576-577), are hereby repealed 
effective with the close of fiscal year June 30, 1958; and the Tennessee Valley 
Authority Act of 1933, as amended, is hereby amended by inserting immediately 
after section 15c thereof (16 U. 8. C. 881n-3) the following new section: 

“Sec. 15d. (a) The Corporation is authorized to issue and sell bonds, notes, 
and other evidences of indebtedness (hereinafter collectively referred to as 
“bonds” ) in an amount not exceeding $750,000,000 outstanding at any one time to 
assist in financing its power program and to refund such bonds. The Corporation 
may, in performing functions authorized by this Act, use the proceeds of such 
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ponds for the construction, acquisition, enlargement, improvement, or replace- 
ment of any plant or other facility used or to be used for the generation or trans- 
mission of electric power (including the portion of any multiple-purpose struc- 
ture used or to be used for power generation) ; as may be required in connection 
with the lease, lease-purchase, or any contract for the power output of any such 
plant or other facility ; and for other purposes incidental thereto. It is hereby 
declared to be the intent of this Act that the power facilities built or acquired 
with the proceeds of such bonds or power revenues shall not be used, without prior 
approval by Act of Congress, for the sale or delivery of power by the Corporation 
outside the counties which lie in whole or in part within the Tennessee River 
drainage basin or the service area in which power generated by the Corporation 
is being used on July 1, 1957, except, when economically feasible, to serve the 
United States or agencies thereof or to interconnect with other utility systems 
for exchange power arrangements, or to interconnect Tennessee Valley Authority 
generating plants, or to serve existing rural electric cooperatives (as same now 
exist as to area and as of July 1, 1957) now being served in part by the Ten- 
nessee Valley Authority: Provided further, That except as expressly provided 
above, all contracts entered into after this provision becomes law for the supply 
of power to any distributor shall contain an agreement by said distributor to 
confine the resale of such power within the boundaries of the counties above 
described and such additional areas (not more than 5 miles from such bound- 
aries) as may be necessary to care for the growth of communities within said 
counties provided said communities were receiving Tennessee Valley Authority 
power on July 1, 1957. 

The principal of and interest on said bonds shall be payable solely from the 
Corporation’s net power proceeds as hereinafter defined. Net power proceeds 
are defined for purposes of this section as the remainder of the Corporation’s 
gross power revenues after deducting the costs of operating, maintaining, and 
administering its power properties (including costs applicable to that portion 
of its multiple-purpose properties allocated to power) and payments to States 
and counties in lieu of taxes but before deducting depreciation accruals or other 
charges representing the amortization of capital expenditures, plus the net 
proceeds of the sale or other disposition of any power facility or interest therein, 
and shall include reserve or other funds created from such sources. Notwith- 
standing the provisions of section 26 of this Act or any other provision of law, 
the Corporation may pledge and use its net power proceeds for payment of the 
principal of and interest on said bonds, for purchase or redemption thereof, and 
for other purposes incidental thereto, including creation of reserve funds and 
other funds which may be similarly pledged and used, to such extent and in 
such manner as it may deem necessary or desirable. The Corporation is author- 
ized to enter into binding covenants with the holders of said bonds—and with 
the trustee, if any—under any indenture, resolution, or other agreement entered 
into in connection with the issuance thereof (any such agreement being herein- 
after referred to as a “bond contract”) with respect to the establishment of 
reserve funds and other funds, provisions for insurance, charges for supply 
of power, application and use of net power proceeds, restrictions upon the sub- 
sequent issuance of bonds or the execution of leases or lease-purchase agree- 
ments relating to power properties, and such other matters, not inconsistent 
with this Act, as the Corporation may deem necessary or desirable to enhance 
the marketability of said bonds. The issuance and sale of bonds by the Corpora- 
tion and the expenditure of bonds proceeds for the purposes specified herein, 
including the addition of generating units to existing power-producing projects 
and the construction of additional power-producing projects, shall not be subject 
to the requirements or limitations of any other law: Provided, however, That, 
except with the approval of the President during a period of national defense 
emergency hereafter declared by the President or by the Congress, no such bond 
proceeds, nor any power revenues, shall be used to initiate the construction of 
an additional power-producing project until (1) the Corporation notifies the 
President and the Congress of its plan to construct such additional project, 
and (2) following such notification, a period of ninety days, while Congress is in 
a single session, elapses without the passage of a concurrent resolution disap- 
proving such construction. 

“(b) Bonds issued by the Corporation hereunder shall not be obligations of, 
nor shall payment of the principal thereof or interest thereon be guaranteed 
by, the United States. Proceeds realized by the Corporation from issuance 
of such bonds and from power operations and the expenditure of such proceeds 
shall not be subject to apportionment under the provisions of Revised Statutes 
3679, as amended (31 U. S. C. 665), and such proceeds and bonds shall not be 
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included in computations of recipts, expenditures, surpluses, or deficits in the 
Budget prepared annually pursuant to section 201 of the Act of June 10, 1921, 
as amended (31 U. 8. C. 11), except to the extent of the amounts budgeted by 
the Corporation for payments pursuant to subsection (e) hereof on account of 
the appropriation investment as therein defined, and for reduction of said 
investment. 

“(e) Bonds issued by the Corporation under this section shall be negotiable 
instruments unless otherwise specified therein, shall be in such forms and de- 
nominations, shall be sold at such times and in such amounts, shall mature at 
such time or times not more than fifty years from their respective dates, shall 
be sold at such prices, shall bear such rates of interest, may be redeemable before 
maturity at the option of the Corporation in such manner and at such times and 
redemption premiums, may be entitled to such relative priorities of claim on the 
Corporation’s net power proceeds with respect to principal and interest pay- 
ments, and shall be subject to such other terms and conditions, as the Corpora- 
tion may determine: Provided, That before issuing any bonds hereunder, the 
Corporation shall advise the Secretary of the Treasury with respect to the 
amounts and terms of bonds to be issued and the proposed date of the sale 
thereof, and if the Secretary, within fifteen days after receiving such advice, 
shall request deferral of the sale thereof for a period not in excess of forty-five 
days, the Corporation shall not sell the bonds before the end of such period and 
if the Secretary of the Treasury shall recommend changes in the amounts, terms, 
maturities or conditions of the bonds, the Corporation shall not sell the bonds 
until an additional thirty days have been given to consideration of said recom- 
mendations unless they have been sooner agreed upon. The Corporation may 
sell such bonds by negotiation or on the basis of competitive bids, subject to the 
right, if reserved, to reject all bids; may designate trustees, registrars, and pay- 
ing agents in connection with said bonds and the issuance thereof; may arrange 
for audits of its accounts and for reports concerning its financial condition and 
operations by commercial accounting firms (which audits and reports shall be 
in addition to those required by sections 105 and 106 of the Act of December 6, 
1945 (59 Stat. 599; 31 U. S. C. 850-851), may, notwithstanding the provisions of 
sections 302 and 303 of the Act of December 6, 1945, as amended (59 Stat. 601-602, 
70 Stat. 667; 31 U. S. C. 867-868), or any other law, but subject to any covenants 
contained in any bond contract, invest the proceeds of any bonds and other funds 
under its control which derive from or pertain to its power program in any secui- 
ties approved for investment of national bank funds and deposit said proceeds 
and other funds, subject to withdrawal by check or otherwise, in any Federal 
Reserve Bank or bank having membership in the Federal Reserve System: and 
may perform such other acts not prohibited by law as it deems necessary or 
desirable to accomplish the purposes of this section. Bonds issued by the Corpor- 
ation hereunder shall contain a recital that they are issued pursuant to this 
section, and such recital shall be conclusive evidence of the regularity of the 
issuance and sale of such bonds and of their validity. The annual report of 
the Board filed pursuant to section 9 of this Act shall contain a detailed statement 
of the operation of the provisions of this section during the year. 

*(d) Bonds issued by the Corporation hereunder shall be lawful investments 
and may be accepted as security for all fiduciary, trust, and public funds, the 
investment or deposit of which shall be under the authority or control of any 
officer or agency of the United States. The Secretary of the Treasury or any 
other officer or agency having authority over or control of any such fiduciary, 
trust, or public funds, may at any time sell any of the bonds of the Corporation 
acquired by them under this section. Bonds issued by the Corporation hereunder 
sall be exempt both as to principal and interest from all taxation now or here- 
after imposed by any State or local taxing authority except estate, inheritance, 
and gift taxes. 

“(e) From net power proceeds in excess of those required to meet the Cor- 
poration’s obligations under the provisions of any bond or bond contract, the 
Corporation shall, beginning with fiscal year 1959, make payments into the 
Treasury as miscellaneous receipts on or before December 31 and June 30, of each 
fiscal year as a return on the appropriation investment in the Corporation’s power 
facilities, plus a repayment sum of not less than $10,000,000, which repayment 
sum shall be applied to reduction of said appropriation investment. The said 
appropriation investment shall consist, in any fiscal year, of that part of the 
Corporation’s total investment assigned to power as of the beginning of the 
fiscal year (including both completed plant and construction in progress) which 
has been provided from appropriations or by transfers of property from other 
Government agencies without reimbursement by the Corporation, less repay- 
ments of such appropriation investment made under title II of the Government 
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Corporations Appropriation Act, 1948, this Act, or other applicable legislation. 
The payment as a return on the appropriation investment in each fiscal year 
shall be equal to the computed average interest rate payable by the Treasury 
upon its total marketable public obligations as of the beginning of said fiscal 
year applied to said appropriation investment. Payments due hereunder may 
be deferred for not more than two years when, in the judgment of the Board of 
Directors of the Corporation, such payments cannot feasibly be made because 
of inadequacy of funds occasioned by drought, poor business Conditions, emer- 
gency replacements, or other factors beyond the control of the Corporation. 

“(f) The Corporation shall charge rates for power which will produce gross 
revenues sufficient to provide funds for operation, maintenance, and adminis- 
tration of its power system; payments to States and counties in lieu of taxes; 
debt service on outstanding bonds, including provision and maintenance of re- 
serve funds and other funds established in connection therewith; payments to 
the Treasury as a return on the appropriation investment pursuant to subsection 
(e) hereof; and such additional margin as the Board may consider desirable 
for investment in power system assets, retirement of outstanding bonds in ad- 
vance of maturity, reduction of appropriation investment, and other purposes 
connected with the Corporation’s power business, having due regard for the 
primary objectives of the Act, including the objective that power shall be sold 
at rates as low as are feasible. In order to protect the investment of holders of 
the Corporation’s securities and the appropriation investment as defined in sub- 
section (e) hereof, the Corporation, during each successive five-year period be- 
ginning with the period from July 1, 1957, through June 30, 1962, shall apply 
net power proceeds either in reduction (directly or through payments into re- 
serve or sinking funds) of its capital obligations, including bonds and the appro- 
priation investment or to reinvestment in power assets, at least to the extent 
of the combined amount of the aggregate of the depreciation accruals and other 
charges representing the amortization of capital expenditures applicable to its 
power properties plus the net proceeds realized from any disposition of power 
facilities in said period. 

“(g) Power generating and related facilities operated by the Corporation 
under lease and lease-purchase agreements shall constitute power property held 
by the Corporation within the meaning of section 13 of this Act, but that portion 
of the payment due for any fiscal year under said section 18 to a State where 
such facilities are located which is determined or estimated by the Board to re- 
sult from holding such facilities or selling electric energy generated thereby shall 
be reduced by the amount of any taxes or tax equivalents applicable to such 
fiscal year paid by the owners or others on account of said facilities to said 
States and to local taxing jurisdictions therein. In connection with the con- 
struction of a generating plant or other facilities under an agreement providing 
for lease or purchase of said facilities or any interest therein by or on behalf 
of the Corporation, or for the purchase of the output thereof, the Corporation 
may convey in the name of the United States by deed, lease, or otherwise, any 
real property in its possession or control, may perform engineering and construc- 
tion work and other services, and may enter into any necessary contractual 
arrangements. 

“(h) It is hereby declared to be the intent of this section to aid the Corpora- 
tion in discharging its responsibility for the advancement of the national de- 
fense and the physical, social and economic development of the area in which 
its conducts its operations by providing it with adequate authority and adminis- 
trative flexibility to obtain the necessary funds with which to assure an ample 
supply of electric power for such purposes by the issuance of bonds and as other- 
wise provided herein, and this section shall be construed to effectuate such 
intent.” 

Sec. 2. Paragraph seventh of section 5136 of the Revised Statutes (12 U. 8. C. 
24), as amended, is further amended by inserting after the words “obligations 
issued by the International Bank for Reconstruction and Development which 
are at the time eligible for purchase by a national bank for its own account” 
the words “, nor to bonds, notes and other obligations issued by the Tennessee 
Valley Authority,” and by substituting for the words “said bank” in the imme- 
diately following proviso the words “either of said organizations”. 

*assed the Senate August 9 (legislative day July 8), 1957. 

Attest : 

FELTON M. JOHNSTON, 
Secretary. 
(Whereupon, at 5:18 p. m., the hearing was recessed. ) 
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THURSDAY, AUGUST 22, 1957 


Unirep States SENATE, 
CoMMITTEE ON Pusiic Works, 
Washington, D.C. 


‘The committee met, pursuant to adjournment, at 10: 10a. m., in room 
412, Senate Office Building, Senator Kerr presiding. 

Present : Senators Kerr, Gore, Kuchel, and Cotton. 

Also present: Senators Schoeppel, Hill, Sparkman, and Kefauver. 

Senator Kerr. The committee will be in order. Senator Schoeppel, 
do you have anything else to say ? 

Senator Scuorrret. No, thank you. 

Senator Kerr. Is Mr. Finley here? 

Mr. Fintey. Yes, sir. 

Senator Kerr. We will hear you, Mr. Finley. 


STATEMENT OF S. R. FINLEY, CHATTANOOGA, TENN. 


Mr. Fintey. Mr. Chairman, I am S. R. Finley, of Chattanooga, 
Tenn. I want to say that in accepting the opportunity to appear be- 
fore your committee on this important matter that I did not reach a 
definite conclusion about what I wanted to say until last evening or 
prior tocoming to Washington. In fact, I wanted yesterday’s hearings 
to be over so that any comments that I made I would have the ad- 
vantage of the committee record in reaching any conclusions I might 
suggest to the committee. 

We people in Chattanooga in the Tennessee Valley are tremendously 
interested and concerned in the matter that is now before your com- 
mittee concerning a nomination of a member to the Tennessee Valley 
Authority Board and this brings me and others of us from the Ten- 
nessee Valley to attend these hearings. 

I would like to say in all sincerity that we are grateful and ap- 
preciative of the thorough consideration that you are giving to this 
nomination in these hurried, all too full, closing days of a session of 
Congress. This heartens us because we believe that the decision 
confronting you all in the Senate is of great and lasting importance to 
about 5 million people in the Tennessee Valley and also to the entire 
Nation. 

The committee’s painstaking attention to it encourages us that your 
decision which you reach will be a wise one. We in essence, 5 million 
people in the Tennessee Valley, are partners in the electricity portion 
of its regional program and also in its other programs. What happens 
to that electricity program will also affect the electrical undertakings 
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that we are responsible for, and through this effect we believe will 
influence the entire economic future of the Tennessee Valley. I 
believe that the reason for our concern over the Tennessee ae 
Authority’s future can be best stated when I say that for almost 2 
years, until now, the Tennessee Valley Authority has had a Saeed 
in whom we had entire confidence and one in whom we felt the full 
intent and purpose of the Tennessee Valley Authority Act was of 
great and paramount importance and interest. There has been a 
feeling of complete confidence in the Tennessee Valley Authority 
Board as displayed by their devotion to and enthusiasm for the re- 
sponsibility which has been theirs. With perhaps one exception, all 
of the Tennessee Valley Authority’s Board members in our view have 
been men devoted to their public service responsibility. Now we are 
confronted with having two new members of the Board, with the 
present Chairman. These 2 new members to serve for 9 years and 
21% years, respectively, with the present Chairman who has 6 years 
to serve and in whom I regret to say we do not have a feeling of great 
confidence. I say frankly that we are concerned about the Tennessee 
Valley Authority’s future in the years to come. 

It disturbs me to think that of all who might be available for a 
Board member, that our President could only pick a man whom he 
describes as the most capable disinterested person he could secure. 
In his testimony yesterday Mr. Jones practically said that he asked 
for the place, one in whose program he was described as ig ag dis- 
interested. Additionally he stated his recommendation for ‘ame 
from Mr. Brundage, Director of the Bureau of the Budget. ie 
tainly to us a man whom we feel is unfriendly to TVA as we have 
had it and have known it and as we believe the Congress has intended 
TVA to be, almost continually—and I am sure this is not news to this 
committee—in this present administration the TVA Board has been 
battling the Bureau of the Budget, and some of us, and now we may 
have another Board member, practically selected by its Director, and 
it raises a question in our minds, would the Director recommend one 
whose views do not agree with his. 

Mr. Jones’ famous letter of April 29 to this committee was fully 
discussed yesterday, and I will only comment upon it to say that we 
‘cannot but feel that the statements and suggestions to which he 
signed his name were his official feelings on this subject, and his feel- 
ings were ones that we rejoice were not heeded by this committee, or 
the Senate and have not yet been enacted into law. 

I would like to say that I wrote to the chairman, we folks in the 
Tennessee Valley, and we are grateful for the bond financing bill 
which you passed in the Senate and which we hope will be enacted 
into law. There has of course been much press notice and discussion 
of Mr. Jones’ nomination in our area and elsewhere. Some of it has 
been good and some of it has been bad. Some references have been 
made to his State of Kansas as public service, which should in all 
fairness to Mr. Jones be fully explained. I refer to the St. Louis 
Post-Dispatch editorial of July 24 which raised questions about his 
accounting firm’s connections while at the same time serving upon 
the public ; service commission. 

And I would assure you, sir, that in suggesting that more informa- 
tion be made available upon this, that I am actuated only by a desire 
that no unfair reflection be cast upon Mr. Jones, and I certainly am 





ill 


ey 
95 
rd 
ull 
of 


il] 
ve 
re 
he 
nd 


ee 


he 
re, 
ec 
is- 
ne 
‘T’- 
ve 
ed 
11S 
en 
LY 
id 


he 


ve 
he 


or 


he 
ill 
ed 
on 
as 
en 
il] 
lis 
11S 
on 


re 
(mM 


NOMINATION OF ARNOLD R. JONES 65 


making no accusations concerning the matter. I only refer to it asa 
thing that in fairness to him should be cleared up. 

These hearings upon Mr. Jones’ nomination have not been long, sir, 
in view of their importance. The short 2-day notice of them may 
not have given time for some who wish - be heard pro and con upon 
the subject of his nomination to appear before you. 

Just as the record of these tesieeticies will be carefully studied by 
the committee and the Senate, they should also be available to the 
public prior to your action upon the nomination. In case the pending 
adjournment of the Congress does not allow time for this, if I may, 
sir, let me suggest that there is yet another vacancy to be filled upon 
the TVA Board and that cert: unly there is not enough time left to 
act upon it, and undoubtedly an interim appointment will be made 
by the President in this case. 

If this be so, sir, two such interim appointments might just as 
easily be made as one, both to be considered and acted upon at the 
next session. 

I have only this brief statement in closing. Let me assure you 
and say to Mr. Jones and the committee, if he is approved by this 
committee and confirmed by the Senate he will receive our complete 
cooperation and aid in what we hope will be a continuing program 
of keeping TVA at its present high state of proficiency in order 
to continue to give the splendid service which it has given to the 
Tennessee V alley and the Nation. 

Senator Kerr. Thank you very much. 

Senator Gore. May I ask a question / 

Senator Kerr. Surely. 

Senator Gore. What is the investment of the Chattanooga Power 
Board in electric distribution facilities? 

Mr. Fixuey. Approximately $32,000,000, sir. 

Senator Gore. What is the financial status of the organization ? 

Mr. Fintey. Of our organization? We have about $714 million 
worth of debt; slightly more current assets than we have current 
liabilities. So our net worth is around $25,000,000. 

Senator Gore. Are you dependent solely upon the TVA for the 
supply of your electricity ? 

Mr. Fintey. We are sir. We are dependent solely upon TVA, 
and this year will pay them about $10,000,000 for our electricity. 

Senator Gore. Has the contractual relationship between the Chat- 
tanooga Power Board and the TVA been a pleasant one, or reasonably 
pleasant one? 

Mr. Finury. It has been reasonably pleasant, sir; sometimes 
spirited, but I say very satisfactory and reasonable. 

Senator Gore. How many people do your serve? 

Mr. Fintry. We serve 80,000 customers. 

Senator Gore. Eighty thousand customers / 

Mr. Fintey. Population of about 300,000 people, in what is termed 
the Chattanooga area. 

Senator Gore. I ask you these questions, Mr. Finley, to illustrate 
to the committee, to the Congress, the reason for your deep concern 
with the successful operation of the TVA. Unless your power sup- 
plier operates successfully, then you will have difficulty operating 
successfully ? 
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Mr. Fintey. We certainly would, sir. Whatever happens to TVA 
will happen to us. 

Senator Gore. What is the investment of the retail suppliers of 
power who buy their power wholesale from the TV A ? 

Mr. Frintey. It is roughly $500,000,000. 

Senator Gore. That is larger than I had thought. They must have 
increased their investment in the last few months? 

Mr. Fintey. It is growing quite rapidly. 

Senator Gore. You heard the questions yesterday with respect to 
whether or not TVA power is subsidized power. ‘Do you feel that 
your customers are paying power rates sufficient to maintain your 
organization, with a little profit, and that you in turn are paying 
TVA a sufficient rate to maintain its c arrying charges, depreciation 
and a little profit ? 

Mr. Fintey. We certainly do, sir. 

Senator Gore. Thank you, Mr. Chairman. 

Senator Kerr. I will ask you just one or two questions, Mr. F inley. 

I believe the President is ‘reported to have said that any expansion 
of the TVA would be “creeping socialism.” I say to you frankly, 
I won’t expect him to appoint to this Board of Directors a man from 
the same list that might be studied, as would your great Senators 
here from Tennessee if they were making the appointments, or you. 

Senator Gorr. I might say you are indulging in a pleasant as- 
sumption. 

Senator Kerr. Well, it is a reference that I feel has been well 
made. 

Let us say that this committee did not approve Mr. Jones. Have 
you contemplated the probability that the President would appoint 
a director who would be more satisfactory to you and your fine people 
there? 

Mr. Frntey. Yes; I don’t think that would be beyond the range 
of impossibility. 

Senator Kerr. I think you have stated it correctly. It might not 
even be beyond the range of possibility. But do you think it ‘likely ? 
I have heard your remarks and those of other witnesses here as to 
the present meinber of the Board. 

Mr. Frntery. I think there is a probability, sir, that the President 
would try to recognize the importance of the appointment. 

Senator Kerr. Do you mean that the third time would be a charm? 

Mr. Fintey. It has worked that way; yes, sir. 

Senator Kerr. Not in this administration, unless you have some 
illustrations that I do not know. 

Mr. Fintey. Sir, I want to refrain from any partisan approach to 
the problem. 

Senator Kerr. How is that? 

Mr. Fintey. We try to keep away from a partisan approach to the 
problem. 

Senator Kerr. I want to congratulate you upon the extent of your 
effort in that regard, and the slightness of its manifestation. 

Do you think that if the committee declined to approve Mr. Jones 
that the President would seek and find a known advocate of the TVA 
and its expansion in view of his reported remark that any expansion 
of it would be “creeping socialism” ? 
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Mr. Fintey. I like to feel that the President of the United States 
would recognize his responsibility to the people in the TVA program. 
Senator Kerr. When? He only has a little over 3 more years now. 

Mr. Frntey. Sometime. 

Senator Gore. You are speaking of in futurity ? 

Mr. Finuey. Yes. 

Senator Kerr. All right, Mr. Finley. 

Senator Kefauver. 

Senator Kerauver. Mr. Chairman and gentlemen of the committee, 
I appreciate the opportunity of appearing here. Before asking Mr. 
Jones a few questions, I would like to preface it with a few prelim- 
inary remarks, if I may. 

I know that yesterday morning Mr. Jones told the committee that 
if he became a Director of the TVA he would take the oath of office 
without any equivocation or mental reservations. By afternon he 
said he did not want to mislead us into believing that he is enthusiastic 
about TVA. 

This oath, as you gentlemen know, in addition to the ordinary oath 
of Government employ ees and officials, requires an affirmation or belief 
in the feasibility of the TVA Acct itself. 

Senator Kerr. Would you yield there, Senator ? 

Senator Kerauver. Yes. 

Senator Kerr. Do you havea copy of the oath they use ¢ 

Senator Kerauver. I do not have a copy of the oath. 

Senator Kerr. I asked for it yesterday, hoping that somebody con- 
nected with the TV A or this staff might provide it. 

Senator Keravuver. I knew nothing about Mr. Jones before he was 
nominated for this post by President Eisenhower, but from what 1 
have heard since that time I will be frank to say that I have misgivings 
about what he might consider feasible or infeasible about the TVA 
Act. 

I would hope that this committee, out of consideration for the 
people of the valley as well as for those who hold a belief in the great 
rural electrification program of the Nation, or for those who believe 
that there is a place for public power in this Nation, would not vote 
to confirm Mr. Jones without a thoroughgoing and painstaking in- 
vestigation. 

I would think that the rural cooperative leaders of Kansas, who ap- 
parently know him well, should be called here to testify before this 
committee, if there is any thought of favorably recommending Mr. 
Jones. 

At the present time, I am informed, Kansas 37 electric cooperatives 
have sought and will be given a hearing in September on their com- 
plaint against a commission regulatory policy called the dual certi- 
ficate polices y, which exists in Kansas alone among the 48 States. The 
REA’s say that this policy permits the power companies to raid their 
customers, hinder their growth and force high rates. 

Senator Kerr. Would the Senator yield there for a moment? 

Senator Kerauver. I would be happy to. 

Senator Kerr. As a matter of information to the committee, do you 
know whether or not that condition, if it prevailed, does so by reason 
of an act of the legislature through some law in Kansas, or whether 
it exists by reason of the policy of the regulatory board ? 
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Senator Kreravuver. It is my information, and I must say th: at all 
the information I have is from either newspaper articles or private 
citizens that I have talked with in the State of Kansas. It is my in- 
formation that the policy was adopted, as I say here, by the com- 
mission before Mr. Jones came on it, but that it was augmented and 
implemented after he became a member. 

Senator Kerr. I will ask Mr. Jones about that later. 

Senator Keravver. It was adopted, according to my information, 
in this form, in the form of a series of restrictive regulations, the first 
of which became effective before Mr. Jones joined the commission, 
but were broadened under Mr. Jones and his associates until the co- 
operatives were left with the right only to serve farmers of the State 
living inside territories assigned the rural systems. 

I ask permission to place here in my remarks the first of a series 
of articles which were written by Nat Caldwell, of the Nashville Ten- 
nessean, a capable reporter, and whose integrity I know personally, 
and whose integrity I believe in fully, during an extensive investiga- 
tion into Mr. Jones’ activities in Kansas. 

Mr. Caldwell, a reliable reporter who quotes in these articles both 
the good and bad things said about Mr. Jones, quotes the manager 
of Kansas Electric Cooperatives, Inc., the statewide association of 
rural power systems, Mr. Perry Miller, as saying: 

This policy has cut so deep we are now in a life and death battle to abolish it 
or be destroyed. 

Mr. Caldwell quotes Gordon Lowery, general counsel for the Kansas 
cooperatives, as saying : 

In Tennessee and other States the cooperatives are able to serve farmers 
at lower rates because of the extra volume of business they get from industry 
and commerce. In Kanses, private power companies can take our industrial 
and commercial consumers at will because of the commission rule. 

At the same time Mr. Jones was a member of the Kansas Corpora- 
tion Commission he was also a member of a firm serving clients regu- 
lated by that commission, Mr. Caldwell’s articles charge. 

I ask permission, Mr. Chairman, that these four articles be made a 
part of the record of this hearing. 

Senator Kerr. It will be done. 

(The articles referred to are as follows:) 


[Nashville Tennessean, July 21, 1957] 


KANSAS Says Jones For or Co-ops—SAT ON BoArD, ALLOWED PRIVATE POWER To 
Rap 


By Nat Caldwell, staff correspondent 


ToreKA, Kans.—President Eisenhower’s new choice for TV A’s Board is a con- 
troversial figure chiefly known in Kansas for putting shackles on rural electric 
cooperatives. 

As a member of the State Corporation Commission, Arnold R. Jones helped 
make Kansas the only State where private power companies at will can take 
customers from rural systems. 

During his 3 years on the commission, which is equivalent to the utilities 
commission in most States, he also helped make it possible for private power 
to offer cooperatives cheap wholesale rates with assurance that the commis- 
sion would reject them. 

The result is that private power has a stranglehold on rural electric develop- 
ment and is able to maintain its high rate structure. 


all 
ite 
in- 
m- 
nd 


sas 


ers 
try 
rial 


ra- 
Fu- 


ea 


To 


‘on- 
tric 


ped 
ake 
ties 
wer 


nis- 


lop- 


NOMINATION OF ARNOLD R. JONES 69 


This charge against Jones was made by a co-op lawyer. It was confirmed by a 
commission engineer who was serving then and still is. 

These facts on Jones’ hitherto unpublicized public record were unearthed in 
a week’s inquiry in Kansas during which this reporter checked many files and 
interviewed numerous persons with varying political affiliations. 

Some additional facts and views found were these: 

The United States Senate, which must confirm Jones, may have a difficult 
time investigating a possible conflict of interest in his service on the commission 
and representation of firms appearing before it. Two burnings of records, one 
by his private accounting firm, might impede such an inquiry. 

Conflict of interest, such as brought on the Dixon-Yates probe, has never been 
officially barred by the Kansas commission on which Jones served. 

Jones’ claim to being noncontroversial May have been based on the fact he 
had support of the President’s reputedly liberal brother, Milton Eisenhower, 
as well as the Kansas Old Guard Republican machine. But there are many 
others, progressive Republicans and Democrats, who oppose him bitterly. 

His Kansas GOP supporters cheer his appointment because they obviously 
hope he will do a thorough overhaul on TVA, 

A great majority of faculty members at Kansas State College say he created 
a vast amount of redtape as dean of financial administration and was ruthless 
in official dealings. 

He was demoted from the deanship to professor of accounting just a short 
time before he was given the job of Assistant Director of the Budget Bureau 
in Washingon. Critics say he was demoted because of faculty protest; friends 
say he asked for the job change. 

When Eisenhower named Jones as his second selection for the TVA Board 
(Brig. Gen. Herbert D. Vogel, Board Chairman, was the first) he said of him: 

“He seemed to be the most capable disinterested man that I could find * * *” 

Jones’ appointment came at a time when his home State was in the throes 
of a revolt against old guard Republicans which liberal forces hoped, among 
other things, might unshackle rural electric systems. 

Gov. George Docking, a Democrat, was elected last November after a bitter 
GOP primary. He was the first Governor of his party in 19 years. 


$350,000 IN FEES 


One of his administration’s first moves was an investigation of the corporation 
commission. The initial phase, just completed, disclosed $350,000 in fees it 
paid special attorneys in 10 years’ time. 

Of Jones’ appointment by the President, Docking said: 

“This is part of another effort by the administration to channel all the profits 
from experiments paid for by the people into the hands of a few large corpora- 
tions. It is an ominous sign.” 

Much of the statewide support for Docking last November came from farmer 
and consumer groups aroused by traditional corporation commission practices. 

The three-man agency, in addition to powers normally assigned a State utility 
regulating body, has full powers over Kansas’ giant oil and gas industry. Also 
it regulates the sale of all corporate securities in Kansas and administers State 
blue-sky laws. 

CO-OPS GET HEARING 


Kansas’ 37 rural electric cooperatives will be given a hearing in September 
on their complaint against a commission regulatory policy called the dual cer- 
tificate policy, Which exists in Kansas alone among the 48 States. They charge 
this policy permits the power companies to raid their customers, hinder their 
growth and force high rates. 

It was adopted in the form of a series of restrictive regulations, the first of 
which became effective 2 years before Jones joined the commission. 

The restrictions gradually were broadened under Jones and associates until 
cooperatives Were left with the right only to serve farmers of the State living 
inside territories assigned the rural systems. 

Under Jones, the commission forbade the cooperatives to serve any industry, 
large or small. It also instituted a county-by-county ban against service by 
the cooperatives to the rapidly developing oilfields. 
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“LIFE, DEATH BATTLE” 


Perry Miller, manager of Kansas Electric Co-operatives, Inc., statewide associa- 
tion of rural power systems, said: 

“This policy has cut so deep we are now in a life and death battle to abolish 
it or be destroyed.” 

Miller said that in all other States, exeept Indiana where a less restrictive 
form of the Kansas policy now is inoperative because of court injunction, the 
cooperatives have a right to serve all classes of consumers. 

Gordon Lowery, general counsel for the cooperative associations, added: “In 
Tennessee and other States the cooperatives are able to serve farmers at lower 
rates because of the extra volume of business they get from industry and com- 
merce. 

“In Kansas private power companies can take our industrial and commercial 
consumers at will, because of the commission rule,” he said. 

Lowery said the six big Kansas power companies all have territories allotted 
them that are coextensive with the territories of all co-ops in their area. 

‘They can serve the commercial and industrial load from the beginning, if they 
want to, or leave them to us for a few years,” he continued. “Then at any time 
these consumers are sufficiently profitable, the private companies can extend 
their lines and take them away from us.” 





[Nashville Tennessean, July 22, 1957] 


JONES’ CONFLICT OF INTERESTS PAstT UNFroLtpS—-WaAs MEMBER OF FIRM SERVING 
CLIENTS UNDER REGULATIONS OF COMMISSION OF WHICH HE WAS AN OFFICIAL 


(By Nat Caldwell, staff correspondent) 


TorpeKA, Kans.—Arnold R. Jones, President Eisenhower’s new appointee to 
the TVA Board, was a member of a firm serving clients regulated by the Kansas 
Corporation Commission while he served on that body, a former business partner 
said last week. 

Kansas has no law prohibiting such conflicts of interest between public and 
private service. 

W. F. Hardesty, a member along wnth Jones of the accounting firm of Brels- 
ford, Gifford & Jones confirmed to this reporter that the firm represented ‘“a few 
clients” which came under regulation of the commission on which Jones served 
from 1939 to 1942. His membership in the firm was closely parallel, from 1938 
to 1942. 

The commission is the Kansas regulating body, which has authority over util- 
ities, the oil and gas industry, and securities sales. 

Hardesty said he assumed Jones’ share of the accounting firm’s profits was 
10 percent, like his own. The other two members of the firm at that time are now 
dead 

SAYS RECORDS BURNED 


When asked about records of concerns repesented by the firm before the com- 
mission during Jones’ membership, Hardesty said that such records were not 
immediately available because some of his records had been burned recently— 
“less than a month ago.” 

He said, however, that he thought all the firm’s records had been kept on micro- 
film. The records burned were from his files. 

“Less than a month ago, I burned a lot of old records,” he said. “They were 
in the way.” 

Hardesty was asked by this reporter if Junction City Telephone Co., and Central 
Kansas Telephone Co., were among the Brelsford, Gifford & Jones clients regu- 
lated by Jones. He said they were. He said he was sure the firm had very few 
clients appearing before the commission while Jones was on it. 

He also said that Walter Fees, Iola, Kans., multimillionaire oil and gas man 
and Republican leader, was a client while Jones was on the commission and a firm 
member. 

This reporter had already been told by another source that Fees was a major 
client of the firm and that Fees was State GOP chairman while Jones served 
on the corporation commission. He was chairman again in 1948~49. 
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PART OF INQUIRY 


This was part of a week’s inquiry into the background of the man chosen by 
Eisenhower as his second appointee to the TVA Board. The first was Brig. Gen. 
Herbert D. Vogel, Chairman, who has been widely criticized in the valley area 
as being unsympathetic to TVA’s basic role. 

When he chose Jones, Eisenhower called him “the most capable disinterested 
man I could find.” 

Jones still has to be confirmed by the Senate, and Senators from the valley area 
have said they plan to scrutinize his career and views closely before acting on 
his appointment. 

After talking with Hardesty, this reporter telephoned Fees in Iola. 

Fees said he could not be certain of dates and moneys paid the accounting 
firm for handling his business because of a fire which destroyed his office records 
in 1949. He said all his business records up to that time were destroyed. 

He said he was certain he did not know Jones was or ever had been a partner 
in the firm when he transferred to it the corporation commission reports on work 
of his East Kansas Gas Co. The Fees businesses are reputedly worth in excess 
of $12 million. 

MOST EXPERIENCED 


Fees said he transferred to the firm ‘‘only because they had the most experience 
of any accountants in the State in preparing corporation commission reports. 
These reports were awfully complicated.” 

Fees fixed the time of the transfer of the business as “approximately 19438.” 

Jones’ biography at Kansas State College, written by him when he accepted a 
post there in 1945, says that he served with the accounting firm as a part-time 
partner from 1938 to 1942. It does not give exact dates. 

He served on the corporation commission from February 21, 1939, through 
August 17, 1942. 

These records, therefore, do not help in determining whether the memory of 
Hardesty or of Fees is correct as to whether Jones was a member of the firm 
while it handled Fees’ business. 

If the Senate wants to inquire into this possible conflict of interest, it may 
look to commission records or to the accounting firm’s microfilms or to Jones him- 
self, who will certainly be called to testify. 

After this reporter’s first interview with the accountant, Hardesty, which 
occurred July 11, he was told by several persons that at least seven firms having 
litigation before the commission while Jones was on it were represented by the 
accounting concern. Six were said to be oil and gas companies and one a loan 
company. 

NONE LISTED 


Hardesty was asked about these reports on July 17. He said he could not recall 
the concerns as clients but would have the records checked. Subsequently he 
said a search of the microfilms showed none of them listed. 

A check of corporation commission records by this reporter showed that one of 
the Brelsford, Grifford & Jones clients, the Central Kansas Telephone Co., staged 
a major battle before the commission while Jones was on it. The commission’s 
final order did not favor the phone company, but the commission sought an in- 
terpretation in the courts. 

The courts later ruled for the company and following this the commission 
rewrote its rules on circuit interference by power lines with phone lines. In the 
opinion of Lloyd Shank, present commission chief engineer, “The new rules laid 
down were the roughest on the rural electric systems of any in the country.” 

An earlier action by Jones bearing on another type of co-op—this oae in oil— 
established him as a “big company man,” in the view of Kansans. 

Shortly after Jones joined the commission in February 1939 farmers’ organi- 
zations in Kansas started selling stock in a cooperative refinery to be established 
at Phillipsburg in the middle of a growing oilfield. The field could get no pipe- 
line service from the big oil companies and its producers needed a market. 

The big companies ignored the little refinery until the money to start con- 
struction finally was raised. Then they raced to lay a pipeline and sew up the 
producers. The National Consumers Cooperative Refinery was ready for busi- 
ness but could not get enough oil. 
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APPEAL FAILS 


An appeal to the corporation commission fell on the deaf ears of Jones and 
another commissioner who formed a majority. Two Republican governors 
joined the farmers in their appeal. 

One of the governors was Payne Ratner, who appointed Jones to the commis- 
sion, and the other was Alfred M. Landon, the 19386 GOP presidential nominee 
who had appointed Jones a State auditor 6 years earlier. 

Lawyers advised the GOP there were half a dozen sound legal routes by 
which the commission might aid the refinery. But Jones and his colleague 
would not budge. 

Finally, after months of heated public discussion, the case assumed such 
major proportions as a David and Goliath political issue that one of the major 
oil companies, Standard Oil Company of Indiana, agreed to supply the refinery 
through its pipeline and the little refinery was allowed to live. 

Today, neither Ratner nor Landon care to comment on their dispute with 
Jones in the refinery case. Both have issued statements approving Eisen- 
hower’s appointment of Jones to the TVA post. 

Today, Kansas rural cooperatives are rising in revolt as hot as the searing 
July winds here. Encouraged by a progressive Republican Governor, Fred Hall, 
whose corporation commission appointees began a slow reshaping of the policies 
laid down by Jones and his colleagues, they started their fight 2 years ago. 

Then came a Democratic Governor, George Docking, this year, and more new 
blood on the commission. The cooperatives managed to get a bill that would 
have scrapped dual certificates through the house in the 1957 legislature. But 
the private-power old-guard Republican forces in the senate bottled it up in 
committee in the senate. 

Now the 37 rural electric cooperatives have been granted a hearing by the 
new corporation commission on September 23 to try to prove there is a legal 
means to kill the policy laid down by Jones 18 years ago. 


[Nashville Tennessean, July 28, 1957] 


JONES DEMOTION CALLED HusHED—HIs INFLUENCE With GOP OLp GUARD VITAL 
FOR Funps, FACULTY FRIEND SAyYs 


(By Nat Caldwell, staff correspondent ) 


MANHATTAN, Kans.—The demotion of Arnold R. Jones from a deanship on 
the faculty at Kansas State College was kept quiet because of his influence 
with the Republican State legislature, a friendly fellow faculty member said 
last week. 

His influence was considered of major importance in obtaining funds from 
the old-guard-dominated legislature in the forthcoming 1957 session. 

Jones was relieved of the duties of dean of financial administration and given 
the post of professor of accounting a short time before he was appointed 
Deputy United States Budget Director April 23, 1956. 

After a little more than a year in that position, he was appointed to the TVA 
Board last June 23 by President Eisenhower. 

At that time, Eisenhower called him “the most capable disinterested man I 
eould find” and Jones later referred to himself as “noncontroversial.” 

A check of his record in Kansas, however, indicates he was far from a clois- 
tered college type or a book-bound accountant. 

While some former associates praised him for his meticulous methods and 
are with money, others said he bore down too heavily on details. 

One said: “If they want a man on the TVA Board who will magnify red- 
tape until the people under him hate the agency and quit in disgust Jones is 
the perfect man for the job.” 

This reporter spent some time on the campus at Kansas State as part of a 
week’s check of Jones’ background. 


A DOZEN CRITICAL 


A dozen faculty members said that Jones was demoted from the deanship 
because of his inability to get along with others on the faculty. All these 
were critical of him but declined to be quoted by name because they said they 
feared State Republican leaders who have a strong influence at the school. 
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Apparently the first known by outsiders of Jones’ changed status at the 
college was when this reporter happened on the fact last week. 

The dean of the college was asked to identify friends of Jones on the faculty 
who might be interviewed. He named two. These men said they felt Jones’ 
position was changed at his own request. As one put it, “He was tired of 
battling everybody for years to get sound business practices at the school.” 

How close Jones was to Dr. Milton Eisenhower, the President’s brother who 
was president of Kansas State, is not clear. Jones’ autobiography, written long- 
hand in the college records, states that Dr. Eisenhower had him released from 
the Army in 1945 to take a position at the college. When Jones’ TVA appoint- 
ment was announced it was reported that he had been a protege of Dr. Hisen- 
hower, widely regarded as a liberal. 


NOT RECONCILED 


But this is not readily reconciled with Jones’ status with the State old 
guard. Dr. Eisenhower, now president of Johns Hopkins University, Balti- 
more, is now in Kurope. 

Dean A. L. Pugsley of Kansas State, had this to say of Jones: 

“T am not at all surprised at the faculty attitude toward Jones. But I be- 
lieve he would make a good TVA Board member. He would make TVA show 
a profit, if it took the hide off.” 

Pugsley named two faculty members as Jones’ friends. They were Dr. 
Maurice Moggie, professor of education, and M. A. Durland, dean of engineer- 
ing. They do not deny his feuding with the faculty. But they have an explana- 
tion for it. 

HIS TROUBLES GREW 


“His troubles grew out of the fact he was a good, sound business type, and 
no professor likes any business manager on any campus anywhere,” said 
Mogzie. 

He approved of Jones’ efforts to channel through official college accounts and 
bank deposits all private funds from student organizations, including publica- 
tions and fraternities. 

“Frictions with the faculty and students finally caused him to ask to be 
relieved,” Moggie said. “The college deliberately didn’t announce the change 
of status when he went to Washington. They needed his pull for money with 
the old guard in the 1957 legislature.” 

Dean Durland, who concedes his own hostility to “things like TVA and the 
farm program,” agreed with Moggie that Jones will not hesitate to take the 
required oath of belief in the purposes of the TVA law. 


COULD STOP WASTING 


“T think Jones could make TVA work, if anybody could, and stop any more 
wasting of money there,’ said Durland. “He would not take the oath of a 
TVA director unless he was able to dig up some merits TVA has.” 

A longtime business associate of Arnold Jones shared the opinion of Eisen- 
hower’s TVA nominee held by the great majority of Kansas State faculty 
members. 

Martin P. Jones, Wichita, who is not related, was Arnold Jones’ partner in 
A. R. Jones & Co., private auditing firm, and later an assistant to Arnold when 
he joined the Topeka accounting firm of Brelsford, Gifford & Jones. 

Martin Jones said: “The college professors, for once, hit the nail on the 
head. If somebody is looking for a master at redtape, who is like a bulldog after 
every tiny rule or regulation he can think up, he’s their man. He has the 
talent to make the people of the TVA country sweat.” , 

Martin Jones, former Topeka city treasurer, and later Wichita city manager, 
is now office manager of one of the Southwest's largest aircraft parts manu- 
facturers. 

He added: “Because he'll be top dog, he’ll make it so unpleasant for any 
good people at TVA who can get other jobs, they’ll quit. I don’t care if you quote 
me. He's ruthless with those under him. At the same time he does the best 
apple polishing for those above him.” 

Generally, top figures in the Kansas Republican hierarchy praise him. But 
in most cases their praise is for qualities that suggest they hope he will bring 
about a top-to-bottom reorganization at TVA. 
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Alfred M. Landon, former Kansas Governor who became the Republican 
Party’s unsuccessful presidential nominee in 1936, brought Jones into State 
government as an accountant in 1933. 


“A GOOD CONSERVATIVE” 

He said: 

“Mr. Jones is a good conservative Republican. He has a background of 
integrity and character and should make the TVA a good commissioner.” 

Landon differed strongly with Jones in a highly controversial hearing before 
the State corporation commission, when Jones was a member. This dealt with 
big oil efforts to force out a small independent refinery. Landon took the 
independent’s defense. 

Walter Fees, Iola, Kans., a more ardent Jones booster, is a multimillionaire oil 
and gas man. He served twice as State GOP chairman and is still a power in 
the party. 

“Jones is a grand fellow. Everybody likes him. He’s a fine auditor, under- 
stands business methods as well as anybody, and will be an excellent TVA Board 
member,” Fees said. 

State Senator Sam Charlson, longtime Republican legislative wheel, praised 
Jones for other qualities. “He is one of the few men in the country who can take 
some of the red ink out of TVA. He’s honest, fearless, and able.” 


“YoU KNOW PROFESSORS * * *”’ 


Charlson said he was not surprised at charges made by Kansas State profes- 
sors. “My own son-in-law is a faculty member and feels the same way. But 
you know those college professors. They need to have their heads knocked to- 
gether by somebody who knows business methods.” 

Frank Miller, Republican, whose habit is to be reelected State insurance com- 
missioner, volunteered a similar line of praise. ‘“He’s just the kind of man you 
need down there. He'll put TVA on a business basis if anybody can. He'll 
make them toe the line and help get the Government out of debt.” 

Oscar Stauffer, Kansas’ largest chain newspaper publisher, and a power on the 
board of regents that operates both Kansas State and the University of Kansas, 
emphasized that Jones would have no difficulty taking the TVA director’s oath. 

Asked if he thought the oath requiring a belief in purposes of the TVA might 
phase the Kansan, Stauffer replied : 

“No. TVA already is in existence. If you folks in the valley want to live in 
slavery to a Government agency, it will be all right with him. I don’t like the 
idea of TVA. But if you people want that kind of thing, it’s all right with me.” 


[Nashville Tennessean, July 24, 1957] 


JonES YOKED Us, Co-ops CHARGE—KANSAS DUAL CERTIFICATE POLICY GAVE 
PrIvATE PowER COMPLETE EDGE 


3y Nat Caldwell, staff correspondent 


TopeKA, KANs.—Kansas rural electric cooperative officials insisted last week 
that Arnold R. Jones helped “put a yoke on us” when he was a member of the 
Kansas Corporation Commission. 

R. L. Hamilton of Beloit, veteran rural electric co-op attorney, said the yoke 
was the dual certificate policy, created largely while Jones was a commissioner. 
Under the policy, private power companies may seize any and all cooperative 
customers, except farmers, whenever they wish. 


ONLY STATE LAW APPLIED 


Kansas is the only State in which private power companies possess such 
rights. But this warning was issued by L. J. Blythe, president of Kansas 
Electric Cooperatives, Inc., statewide association of rural power systems: 

“We will never forget, and rural electric cooperatives in other States will be 
wise never to forget the corporation commission members who put this yoke 
on us. 

“If not fought hard, it could spread to other States.” 


in 
ite 


of 
re 
th 
he 


vil 
in 


‘T- 
rd 


ad 
ke 


he 


LS, 


ht 
in 


he 


” 


VE 


ek 
he 


ke 


ve 


NOMINATION OF ARNOLD R. JONES 75 


Hamilton and Blythe were among Kansas rural co-op officials interviewed by 
this reporter during a week’s background check of Jones, who was appointed 
to the TVA Board last June 28 by President Eisenhower. 

Jones was a member of the corporation commission, Kansas utility regulatory 
body, from February 1939, through August 1942. His votes, with rare excep- 
tions, were favorable to the big companies. 

In his personally prepared autobiography, on file at Kansas State college, 
Jones wrote that his “major responsibilities” on the commission, in addition to 
judicial duties, included “management of commission personnel.” 


NO EFFORT 


Hamilton, who appeared before the commission for the co-ops at that time 
recalled last week that the staff was so partisan, “the power companies didn’t 
even have to carry their own ball. 

“When the cooperatives had an issue with the power companies before the 
commission, he said, “the company lawyers could almost sit back and let the 
commission staff try their case.” 

At that time, he said, many new power cooperatives were seeking the right 
to function, and older ones were asking permission to extend their lines. The 
commission staff was composed of lawyers, engineers and accountants, who 
conducted hearings while the three commissioners sat as judges. 

“T remember writing a letter to my legislator in 1941, complaining of the un- 
usual motions and critical statements (against cooperatives) by commission 
staff members,” said Hamilton. 

“They really had their hearts in their work against us,” agreed Lloyd W. 
Shank, present commission chief engineer, who at that time was a consulting 
engineer for the cooperatives. 

H. R. Zimmerman, who was then and still is a commission engineer, said he 
and his superior, Wayne Limbocher, then chief commission engineer, challenged 
all wholesale rates at which the private power companies offered to serve the 
new rural electric co-ops. 

RATES TOO CHEAP 


“The rates were just too cheap,” said Zimmerman. ‘The commission tried to 
make sure that industry and commerce would never have to help out in making 
possible lower rates to farmers. That would not have been fair, to let one con- 
sumer ride on another consumer’s back.” 

Jones and his two colleagues at that time broadened the dual certificate policy 
to final form, adopting exclusions that forbade cooperatives to serve any in- 
dustry or oil field. In other States the ability of rural systems to lower rates 
gradually to farmers depends upon their income from volume sales, as industry 
and commerce develop. 

Hamilton is one of a battery of lawyers for Kansas rural electric systems 
who will ask the present commission September 23 to kill Kansas’ “dual cer- 
tificate policy.” 

Ever since the Kansas restrictions were fixed finally during Jones’ commis- 
sion tenure, private power spokesmen have tried unsuccessfully to sell the policy 
to regulatory boards of other States. In only one State have they enjoyed a 
partial success. 

State and national rural electric associations are battling in Indiana courts 
a year-old restriction which permits rural systems to serve industry, but to 
charge industry only with the wholesale cost of power to the rural systems 
themselves. * * * 

POLITICAL FIGHT 


Blythe, as longtime floor leader of the progressive faction of Republicans 
dominating the Kansas Legislature, has attempted to reverse the dual certificate 
policy. During the 1957 session he was able to get a house bill passed to kill 
the policy, but a hostile senate committee kept it from the senate floor. 

Until the rulings are reversed or superseded by legislation, Kansas rural elec- 
tric systems find themselves in this “sad position,” said Perry Miller, secretary 
of their statewide association : 

“If the private-power companies feel there is no profit in a particular small 
industry or commercial establishment, they can refuse to serve it. But the co- 
ops, if they want to see their territories develop, often extend service. Then 
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whenever the customer grows to a size where supplying it with power is profit- 
able, the power companies can move in and clain it. 

“There is a right of the customer to choose who he wants service from, but it 
is only theoretical,” Miller added. “The power company is free to offer rate and 
many other inducements to persuade the customer. The co-ops can offer none. 
They can’t even assure the customer of a power supply to meet increased de- 
mands.” 

JONES AGREED 


Since the cooperative lacked a legal right to serve the customer to begin with, 
the company can deny the rural system extra wholesale power. The prohibition 
against cooperatives serving industry was handed down by the corporation com- 
mission in December 1939, with Jones voting for it. The precedent for county-by- 
county restrictions against cooperatives serving the oilfield that were spreading 
over rural Kansas was fixed in June 1940 with Jones’ assent. 

The cooperatives became so disturbed at their plight that in 1941 they asked 
the legislature to pass a bill to remove their rural systems from the commission’s 
jurisdiction. Their bill was killed by Republican old guard forces. 

A check of Rural Electrification Administration comparisons of power rates 
in Washington show that in 1955 Kansas cooperatives paid twice as much for 
their power as the Tennessee cooperatives who buy from TVA. The Kansas ¢o- 
operatives paid 13 percent more for their power than did cooperatives of Ken- 
tucky, which buy from Kentucky Utilities Corp. 

The comparisons for the year 1955 follow: 

Kansas cooperatives buying wholesale from private power companies paid an 
average of 9.85 mills per kilowatt-hour. Kentucky cooperatives buying from a 
private power company paid 8.7 mills, and Tennessee cooperatives buying from 
TVA paid 4.76 mills. 

Retail rates at which the cooperatives resold power to their farmer-consumers 
averaged: Kansas, 3.6 cents per kilowatt-hour ; Kentucky (outside the TVA sery- 
ice area), 3.5 cents; and Tennessee, 1.5 cents. 

Average annual consumption by farmer-consumers of the cooperatives for the 
three areas for the year 1955 was: 

Kansas, 2,715 kilowatt-hours: Kentucky (outside its TVA area), 2,059 kilo- 
watt-hours; and Tennessee, 4,405 kilowatt-hours. 

Kansas farmers have nearly three times the average annual income of Tennes- 
see and Kentucky farmers. 

Jones’ final official relationship with Kansas electric cooperatives was as dean 
of financial administration at Kansas State College, Miller said. 

In 1955 he authorized the diversion of State college matching funds from a 
$20,000 on-the-job safety training program for cooperative linemen to the con- 
struction of sidewalks, according to Miller. The cooperatives had to obtain other 
sponsorship for their program, which was financed two-thirds by State vocational 
education funds and Federal funds. 

Senator Kerauver. Members will note that although this fact was 
admitted by a business partner of Mr. Jones—and I will refer to that 
later—records of the time were not discovered by Mr. Caldwell because 
it was stated that they had been destroyed by fire. 

The article does not charge any law violation on the part of Mr. 
Jones because Kansas does not have a conflict-of-interest statute. Un- 
der the ordinary conflict-of-interest statutes such activities probably 
would have been illegal, however. 

I also ask to put in the record others of Mr. Caldwell’s articles which 
further develop the manner in which rural cooperatives have suffered 
in Kansas because “Arnold R. Jones put a yoke on us,” according to 
R. L. Hamilton of Beloit, Kans., veteran REA attorney. 

These articles quote, among others, L. J. Blythe, president of Kansas 
Electric Cooperatives, Inc., as saying : 





We will never forget, and rural electric cooperatives in other States will be 
wise never to forget, the corporation commission members who put this yoke on 
us. If not fought hard, it could spread to other States. 
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Mr. Chairman, a number of fine newspapers, not only in the valley 
but all across the country, have examined Mr. Jones and found him 
wanting. If they have not already been placed in the record, I would 
like to ask permission to place in the record editorials from the St. 
Louis Post-Dispatch, the Chattanooga Times, the Memphis Press- 
Scimitar, the McClatchey newspapers—Sacramento, Fresno, and 
Modesto, Calif., Bees, the Louisville Courier-Journal, the Illinois State 
Register, and the Denver Post. 

Senator Kerr. They will be made a part of the record. 

(The items referred to are as follows :) 


[Editorial in the St. Louis Post-Dispatch, July 22, 1957] 
PLAIN TALK TO THE PRESIDENT 


The kind of voice President Eisenhower has often said he wants to hear has 
spoken to him from the Tennessee Valley. 

It is the voice of people making decisions about their future in their own local 
communities ,and taking the initiative to bring that future about. 

Some of the electric systems in the Tennessee valley belong to municipalities. 
Some of them belong to cooperatives owned by farmers and other non-profit-making 
groups of citizens. All distribute TVA electricity. 

The municipal systems came about because the people in their own local 
communities decided to own their own systems and issue the bonds to finance 
them. They made these decisions in free and democratic elections. 

The co-op systems came about because these other American citizens made the 
same decision, and borrowed the money to carry it out. 

Now these municipal and co-op systems serve some 6,000,000 customers. They 
are banded together in the Tennessee Valley Public Power Association. And the 
association, speaking with the voice of local decision and local self-help, tells 
President Eisenhower it does not like his choice of Arnold R. Jones for the second 
vacancy on the TVA Board. 

The association points out that it is in partnership with TVA and that its mem- 
ber systems have half a billion dollars invested in it. 

It does not therefore want to see anything go wrong with its source of supply. 
And it is concerned lest Mr. Jones might be something wrong. 

It feels that a TVA board member should be better qualified, that the people 
should know more about him. Moreover, Mr. Jones “knows little or nothing about 
the TVA itself.” The valley association is fearful Mr. Jones may be hostile to 
TVA, since he is deputy director of the hostile Budget Bureau, and is the hand- 
picked choice of Presidential Assistant Adams, No. 1 foe of public power. 

The President must know how important it will be to his new TVA Director to 
have the confidence and support of the people he must work among. And as we 
said before, he has spoken repeatedly and with evident feeling of his deference to 
“the people, locally,” making their own decisions in their own communities. 

His handling of the Jones appointment will show how these principles are put 
into practice. 


[Editorial in the St. Louis Post-Dispatch, July 23, 1957] 
ARNOLD JONES’ RECORD 


As Arnold Jones’ record begins emerging from national obscurity, the early 
doubts that were felt about his nomination to the TVA directorate are becoming 
more than justified. On the heels of the rejection of Mr. Jones by the Tennessee 
Valley Public Power Association comes the disclosure of his hostility to the Rural 
Electrification Administration in Kansas. 

As a member of the Kansas Corporation Commission—the equivalent of the 
utilities commission in most States—Mr. Jones was a party to a program of 
gradually starving out the REA co-ops. 

This program consisted of giving the six big Kansas power companies pro- 
gressively more and more of the cream of the market, and restricting the REA 
co-ops more and more to the skim milk. 


96528—i5T— 6 





78 NOMINATION OF ARNOLD R. JONES 


Since REA came into existence in the first place to supply a market for elec- 
tricity which most privately owned power companies scorned as too poor to no- 
tice, this was a particularly lethal approach. It was gone about from two direc- 
tions: First, the co-ops’ territories were pinched in geographically. Second, 
the co-ops were forbidden to serve the profitable industrial and commercial 
market, including the rich oil fields. Both these ideas for persecuting rural 
co-ops were peculiar to Kansas. 

The attrition of the co-ops’ lifeblood was started in the pre-Jones era on the 
corporation commission and has continued after it, but Mr. Jones is credited with 
carrying it forward. The process has gone so far that co-ops must either destroy 
the starvation policy or be destroyed by it, according to their statewide associa- 
tion, Kansas Electric Cooperatives. 

In the light of all this: Does President Eisenhower still regard Arnold Jones 
as “the most capable disinterested man that I could find’? 


[Editorial in the St. Louis Post-Dispatch, July 24, 1957] 


BLANKS IN THE JONES RECORD 


The developing record of Arnold Jones leaves it still unclear whether he 
turned his position on the Kansas Corporation Commission to the profit of his 
auditing firm. 

The exact dates of his partnership in the firm of Breisford, Gifford & Jones are 
unknown. The exact date or even the exact year when G. O. P. Leader Walter 
Fees transferred the account of his multi-million-dollar oil and gas business— 
regulated by the corporation commission—to the accounting firm, is unknown. 

Records of payments to the accountants are also missing, and Mr. Fees explains 
that a fire in 1949 destroyed all his business record. Six oil and gas companies— 
also regulated by the corporation commission—are said by several persons to 
have retained the Jones accounting firm, but their names are not on the firm’s 
microfilm records, according to W. F. Hardesty, a member of the firm. 

It is not even known whether Mr. Jones took any profit out of the accounting 
firm while he was a corporation commissioner, or, if so, how much, though 
Mr. Hardesty says he assumes Mr. Jones took 10 percent of the profits as he 
himself did. 

Further light might be thrown on these and other pertinent matters by 
fine-tooth-comb examination of the corporation commission’s records and the 
accounting firm’s microfilms. 

Enough has become known to warrant and even demand the more detailed 
examination which the Senate confirmation hearings can provide through 
subpenaing of records and questioning of witnesses. Though Kansas law does 
not forbid conflicts of interest between public service and private profit, the law 
of the United States makes it a criminal offense, and it is to the service of the 
United States Government as a Director of the Tennessee Valley Authority that 
Mr. Jones has been nominated by President Eisenhower. 

If Mr. Jones sees nothing wrong in conflicts of interest, if he is potentially 
an Adolphe H. Wenzell or another of the steady stream of office holders before 
him who have vexed the Eisenhower administration by confusing their public 
and private reponsibilities, now is the best time to find out about it. 


{Editorial in Illinois State Register, July 26, 1957] 


POLITICAL INTRIGUE PERILS TVA 


For the past 4%4 years, the people of the United States have heard a lot about 
this present administration’s services to the country. 

For the record, the social legislation created under the Roosevelt adminis- 
tration, bitterly fought by the Republicans and then glibly claimed as their 
own, was already an accepted fact before 1952. 

The constant references to the accomplishments of the Eisenhower adminis- 
tration overshadow something that should be of vital concern to every person 
in the country: It is this administration’s constant and unceasing attempts 
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to put a stranglehold on natural resources that rightly belong to the people. 

The first major attempt was the Dixon-Yates contract that had its planning 
in the Budget department. 

Again, after 24 years of existance, the TVA is threatened with the possible 
choice by President Eisenhower of Arnold R. Jones, of Kansas, for Board 
membership. 

At one time President Eisenhower called the TVA development creeping 
socialism. Time and time again he has shown his lack of interest in even the 
basic knowledge of this development. He could have kept faith with the 
6 million people who benefit by TVA by reappointing Gordon R. Clapp, a 
dedicated man and a highly competent Chairman. Instead, he replaced him 
with Gen. Herbert D. Vogel, an Army engineer. General Vogel has often 
disagreed with the majority of the board. 

TVA should be concerned about the possible appointment of Mr. Jones. He 
is favorable to private power. He is a member of the Kansas Corporation Com- 
mission. If he is appointed, he will be a yes-man for General Vogel. 

It is foolish to mouth political platitudes, such as Mr. Eisenhower does on 
occasion because he will not take time to understand what is at stake. The 
country should be grateful to a Democratic Congress which has pulled Mr. 
Eisenhower’s chestnuts out of the fire time after time. 

They will have to do it on the possible appointment of Mr. Jones to the board 
of the TVA. This is a 3-man commission, 1 of whom is General Vogel. There 
is great danger in this appointment. TVA can be killed by withholding funds 
or a hostile attitude of its Board, and General Vogel is a stubborn man. 

The Senate should investigate this appointment thoroughly. Senators will 
want to know whether Jones is really interested in public power, whether he 
agrees that TVA should be run according to the laws laid down by Congress, 
and whether he will cooperate fully with the people of the valley. 

The people of the TVA valley are again waiting for a demonstration of gov- 
ernment “of the people, by the people, and for the people,” as Mr. Eisenhower 
has so often and expediently emphasized. 





{From the Nashville Tennessean, July 21, 1957] 


Power Group Opposes JONES—VALLEY DISTRIBUTORS SAY HE FALLS SHORT OF 
TVA QUALIFICATIONS 


CHATTANOOGA.—The Tennessee Valley Public Power Association yesterday 
announced its opposition to the nomination of Arnold R. Jones to be a member 
of the Board of Directors of the Tennessee Valley Authority. 

The association is composed of a group of municipal and cooperative electric 
systems which distribute TVA-generated electricity to some 6 million persons 
in the Tennessee Valley area. 

Jones, now Deputy Director of the Budget Bureau, was nominated for the 
TVA post by President Eisenhower on July 1. The position, which pays $20,000 
a year, has been vacant since May 18, when Dr. Harry A. Curtis retired. The 
nomination is subject to Senate confirmation. Jones would serve until May 
18, 1966. 

WRITTEN TO GORE 


J. Wiley Bowers, executive secretary of the association, said he has written 
to Senator Albert Gore (Democrat, of Tennessee) expressing the association’s 
opposition to Jones. Gore is a member of the Senate Public Works Committee, 
which will consider the nomination. 

Bowers said the association’s executive board voted unanimously at a meet- 
ing in Nashville, Tenn., on July 12 “to be in opposition to the confirmation of 
Mr. Jones.” 

The board’s action, he said, was based on these reasons: 

The board does not feel that Jones meets the qualifications set out by the 
association in a letter to Eisenhower on April 22. 

“The board also does not believe that Mr. Jones is of the stature a TVA Board 
member should be; he is not well known * * * and knows little or nothing 
about the TVA itself,” the letter to Gore said. 
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The Budget Bureau's policy “during this present administration has been 
one of hostility” to TVA, the letter said, and the association’s board fears that 
Jones, as Deputy Director of the Budget Bureau, “would have built up some 
antagonism toward TVA.” 

The association said that Jones, in a letter to Senator Dennis Chavez (Demo- | 
crat, of New Mexico) on April 29, proposed “more stringent legislation” to 
restrict TVA’s operations under the proposed TVA self-financing plan than the 
previous Budget Bureau recommendations. 

“The board is fearful that the selection of Mr. Jones by Sherman Adams, the 
Presidential assistant, was made with the purpose in mind of accomplishing, 
through administrative procedure, those things that the Bureau of the Budget 
and Mr. Adams had not been able to do through legislative procedure,” the 
letter said. 

‘WE ARE PARTNERS’ 


The letter to Gore said the association and its customers “have a vital interest 
in the well-being of the TVA,” and added: “We are partners with TVA in the 
Valley, and the distributors have invested more than $500 million in plants to 
serve their members and customers. 

“We know from your record in the past that you will do everything in your 
power to help maintain TVA as we now know it, and to help maintain its 
operations at maximum efficiency.” 

An aid to the Senate Public Works Committee said yesterday that no date 
has been set yet for a hearing on Jones’ nomination. 


[Editorial in the Chattanooga Times, July 23, 1957] 
CONSIDER THE 6 MILLION 


The Tennessee Valley Public Power Association speaks for some 6 million con- 
sumers of TVA electricity in this Valley. The association has now announced 
its opposition to the nomination of Arnold R. Jones to be a member of the Board 
of Directors of TVA. 

It has not been explained why Mr. Jones, Deputy Director of the Budget 
Bureau, was nominated by President Eisenhower for this vital post. Whoever 
becomes the third member of the TVA Board could decide the fate of the great 
valley development for the future, depending upon whether he sided with Chair- 
man Vogel or with Dr. Paty. 

Six million people are quite a respectable percentage of the population of this 
country. The TVA law does not require that they be consulted before a new Di- 
rector is named, but at least they should not be treated with indifference. 

It has been revealed by a Nashville Tennessean correspondent who went to 
Kansas to investigate, that Mr. Jones, while a member of the Kansas Corporation 
Commission, helped make Kansas the only State where private power companies 
at will can take customers from rural electrical systems. It is charged that, 
while a member of the commission, he also helped make it possible for private 
power to offer cooperatives cheap wholesale rates with assurance that the com- 
mission would reject them. “The result is that private power has a strangle- 
hold on rural electric development and is able to maintain its high rate structure.” 

The Budget Bureau has been hostile to TVA, and many in this valley were 
shocked when the President or Sherman Adams chose the Deputy Director of that 
Bureau to have decisive power in leadership of the TVA. 

There is yet time for this nomination to be withdrawn. In addition, it appears 
probable that the Senate will not begin its investigation of Mr. Jones’ fitness until 
after a TVA financing bill has been passed. 

In that event, the Senate might not act on the nomination at this session. The 
President would be able to give Mr. Jones a recess appointment, but he would have 
to be confirmed by the Senate early next year. 

The protest by the Tennessee Public Power Association, representing 6 million 
Americans, is only one of the road blocks being thrown up against confirmation 
of Mr. Jones. At this time it appears that he would be taking a chance of being 
out of a job if he accepted a recess appointment. 
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[From the Nashville Tennessean, July 12, 1957] 


JONES FAVORS TVA CURBS—LETTER ASKS RESTRICTIONS ON 
FINANCES 





STATEMENTS TO CHAVEZ COMMITTEE TAKE PRIVATE POWER LOBBY’s SIDE; CHANCES 
OF CONFIRMATION ENDANGERED 


(By Lois Laycook, Washington correspondent ) 


WasHINGTON.—Arnold R. Jones, the Eisenhower administration’s nominee 
for the TVA Board of Directors, favors a TVA self-financing law containing 
restrictions advocated by the private power lobby. 

Jones’ views on pending self-financing legislation were disclosed yesterday 
in a letter he wrote to Chairman Dennis Chavez (Democrat, of New Mexico) of 
the Senate Public Works Committee. The letter, dated April 29, was not 
uncovered until yesterday, although it presumably has been in the files of the 
committee for several weeks. The letter was printed in the committee’s public 
hearings on the self-financing bill. However, valley Senators said they were 
unaware of its existence until yesterday. 


““NONCONTROVERSIAL” 


June 29, after it was announced that Jones would be nominated to the post, 
he told newsmen he was “friendly to TVA” but would not say whether he 
agreed with the objectives of the TVA Act. He ascribed his nomination to 
the fact that he was a “noncontroversial figure.’’ 

Last night Jones refused to say whether the letter he signed last April repre- 
sents his personal views on the self-financing bill. 

“T don’t want to make any statement,’ Jones said when reached at his home. 
“The letter speaks for itself as representative of the administration’s position 
on TVA self-financing.” 

Jones, who signed the letter under the title of “Acting Director” of the Bureau 
of the Budget, strongly urged the Public Works Committee to adopt restrictive 
amendments in the legislation which would : 

Prohibit TVA from issuing more than $200 million in bonds for the construction 
of additional power capacity. 

Give the administration and Congress much tighter control over proposed 
bond issues. 

Require TVA to pay interest in addition to the present amortization schedule 
on outstanding appropriations. 

Require TVA to secure Executive and congressional approval before spending 
power revenues for additional generation and transmission facilities. 

Valley Senators said last night disclosure of the Jones letter confirmed 
suspicions of the nominee’s feelings toward TVA. The letter is expected to 
endanger Jones’ chances of confirmation. 

“This is substantial evidence which should prevent his confirmation as a 
Director of TVA,” declared Senator Estes Kefauver (Democrat, of Tennessee). 


“JONES * * * PREJUDICED” 


Representative Joe L. Evins (Democrat, of Tennessee) said “This evidence 
confirms information I previously received that Mr. Jones is prejudiced against 
TVA. I am sure the Public Works Committee will give his nomination even 
closer scrutiny now that we know where he stands on legislation vital to the 
future of TVA.” 

Jones, in his letter to Chavez, advocated restrictions much more rigid than 
the Budget Bureau had recommended in 1955 when the self-financing bill 
originally was under consideration. 

TVA supporters said the restrictions advocated in Jones’ letter were in many 
Ways similar to those advocated by Louis V. Sutton, president of Carolina Power 
& Light Co., when he testified against the self-financing bill. 
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Jones’ letter was written approximately 2 months before President Eisen- 
hower sent his nomination to the Senate. 

“In our opinion,” Jones wrote, “the following principles should be embodied in 
any legislation authorizing the Tennessee Valley Authority to finance new gen- 
erating facilities by the sale of revenue bonds: 

1. “The legislation should provide for Executive and legislative review, as 
now applies to all wholly owned government corporations under the terms of the 
Government Corporation Control Act, of proposed expenditure plans for new 
or expanded power facilities.” 

2. “The legislation should provide for payment of interest on, and the orderly 
retirement of, the existing appropriation investment in Tennessee Valley Author- 
ity power facilities.” 

3. “Legislation should be so drawn as to limit the maximum amount of bonds 
that may be outstanding at one time so that the Congress will be enabled to make 
a review of the effect of revenue bond financing after a reasonable period of time 
in operation.” 

4. “The legislation should be limited to the Tennessee Valley Authority's fi- 
nancing problems and should not alter TVA’s presently authorized basic func- 
tions.” 

In the letter, Jones said he thought a bill proposed by Senator John Sherman 
Cooper (Republican, of Kentucky) was preferable to one sponsored by Senator 
Robert 8S. Kerr (Democrat, of Oklahoma). However, Jones said the Cooper bill 
should be amended so as to establish a $200 million ceiling on the amount of 
bonds TVA could have outstanding at any one time. 

“Although the administration previously endorsed a limitation of $750 million 
on outstanding TVA bonds, a reappraisal of this matter has led us to favor a lower 
limit in order to permit an earlier review of the revenue bond experience by the 
President and the Congress. We, therefore, recommended that * * * the figure 
‘$750 million’ be deleted and ‘$200 million’ be substituted therefor.” 

Jones said TVA should not be permitted to expend power revenues without ad- 
ministration and congressional approval. 

“We recommend that the use of the power revenues of the corporation for the 
expansion of power facilities be subject to the approval of the Congress in con- 
nection with the action on the President’s budget recommendation,” he wrote. 


JONES REFUSES COMMENT 


Jones has refused to discuss with newsmen his views on self-financing legisla- 
tion. He said he would not disclose his views until he testifies before the Public 
Work Committee when it considers his nomination. 


{From the Louisville Courier-Journal, August 1, 1957] 


Reporter Nat Caldwell, of the Nashville Tennessean, has done the Nation a 
service with his series of articles on Arnold Jones, the man President Eisenhower 
has nominated for appointment to the Board of the Tennessee Valley Authority. 
Mr. Caldwell’s articles show beyond the possibility of sensible dispute that Mr. 
Jones is not suitable for the job. 

Mr. Caldwell has done an especially useful job in his story of Mr. Jones 
because, outside his native Kansas, practically nothing was known of Mr. Jones 
at the time his name was picked out of obscurity by the President. Interested 
Senators became suspicious upon learning that Jones was employed in the 
Bureau of the Budget, an agency that has seemed hell-bent on destroying TVA 
as an efficient service agency of the Government. Their suspicions were in- 
creased when it was discovered that Jones was author of a letter to Congress 
recommending measures that would have restricted TVA to a point where opera- 
tion would have been difficult, if not impossible. 

Friends of TVA began to fear that this was another appointment like that of 
Herbert Vogel, the former Army officer who, as an Eisenhower appointee to the 
Board, has ably served the interests of the enemies of TVA while seeking to 
cripple the very agency he heads. The Caldwell series gives sound basis to their 
fears. Indeed, it makes it apparent that Arnold Jones cannot in good conscience 
accept the job of TVA Director. 

According to Federal law, a TVA Director must believe in the spirit of the 
TVA Enabling Act and the agency it created. He must, in other words, be- 
lieve in the original purpose of TVA, a public power and area-improvement 
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agency of the United States Government. There is nothing in Mr. Jones’ back- 
ground to indicate that he can honestly say that he so believes. 

A Board member of TVA should be an efficient administrator as well as a 
man who can inspire loyalty from subordinates. Said a former associate of 
Jones, when he was on the faculty of Kansas State College: “If they want a 
man on the TVA Board who will magnify redtape until the people under him 
will hate the agency and quit in disgust, Jones is the perfect man for the job.” 

A TVA Director should not only understand the scope of the agency’s opera- 
tions, but should approve of them. There is absolutely nothing in Mr. Jones’ 
background to indicate that he does. On the other hand, it is significant that 
he has been for the past 20 years identified with political and private-power 
groups that have sought to undermine and cripple TVA, and that his only written 
record on the subject was directed at hampering TVA financing efforts. 

This is the type of man President Eisenhower now describes as “the best and 
most disinterested man” he could find for the job of TVA Director. It has be- 
come customary in Washington to excuse the President’s actions in such cases 
on the curious grounds that he doesn’t know what he is doing. This is no ex- 
cuse for his nomination of Arnold Jones. If the President does not know, he is 
not fulfilling his duties. If he does know, the appointment is unforgivable. 
Mr. Jones won't do. 





{From the McClatchy newspapers—Sacramento, Fresno, and Modesto Bees] 


The United States Senate would be more than justified in taking a close look 
at the record of Arnold Jones in view of facts which have come to light since 
his appointment by President Dwight D. Eisenhower to the Tennessee Valley 
Authority Board of Directors. 

Jones’ record as a State corporation commissioner in his home State of Kansas 
has been interpreted as being friendly to the private utilities and damaging 
to the rural-electrification cooperatives, which could suggest what his per- 
formance might be were he confirmed for the TVA Board. 

In addition, the Nashville Tennessean points out: 

“Before his appointment to TVA’s Board, this capable and disinterested man, 
this noncontroversial figure, wrote a letter from the Budget Bureau to a Senate 
committee in which he urged more stringent legislation for TVA and in which 
he proposed a bond limitation even below that recommended by his agency.” 

The authority to float bonds is vital to TVA’s continued growth. The Budget 
Bureau, where the Dixon-Yates contract was spawned, has sought to beat the 
bonding capacity down to the point where it would not help TVA to meet its 
power requirements. And when Jones even goes beyond that point, it would 
be straining to say he is one who is in sympathy with the principles and objectives 
of TVA, as the law requires of a Director. 





[From the Memphis Press-Scimitar of August 7, 1957] 
JONES SHOULD Not BE A TVA DtrRecTor 


The Senate Public Works Committee is about to consider President Eisenhower’s 
nomination of Arnold R. Jones to the three-man Board of Directors of the Ten- 
nessee Valley Authority. 

The committee should not confirm the President’s choice. 

Mr. Jones is a 53-year-old Kansas Republican who attained his greatest distine- 
tion just a little more than a year ago when he was appointed Deputy Director 
of the Bureau of the Budget. 

Jones has stated his views on TVA. Either he must reverse himself or he cannot 
even qualify under the law asa TVA Director: The TVA Act requires that persons 
believing in the aims of the act shall be appointed its Directors. 

Jones would limit TVA’s borrowing power to $200 million. This is $550 million 
less than President Eisenhower himself has said he favors as a ceiling. What 
$200 million is in flood control or power development can be seen by these com- 
parisons: The Memphis steam plant is costing $117,500,000 and will generate 
750,000 kilowatts by nameplate rating. Kentucky Dam, last of the great multiple- 
use dams built on the Tennessee River, was completed at a cost of $114 million— 
and that was almost 10 vears ago. 

Jones would have TVA pay interest on the total United States investment in 
TVA .an after-the-fact suggestion which is a little like suggesting a higher rate of 
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interest to a borrower after the loan has been made on his house. TVA has been 
repaying the United States investments in the power operations, has been doing so 
since 1948. 

Jones is unknown to the Senators representing the Tennessee Valley States. 
Senator Gore has said he does not know him. Senator Cooper of Kentucky, was 
surprised by the nomination. Senator Kefauver believes Jones “doesn’t have 
anything good in mind for TVA.” 

Tennessee’s Senators should have the support of their colleagues, regardless of 
party and geography, in opposition to Mr. Jones. 

When President Eisenhower nominated Mr. Jones, it was an action which will 
not, in our opinion, effectively carry out the promise he made to the people of the 
TVA region, in a telegram to the editor of this newspaper on November 1, 1952: 
“If I am elected President, TVA will be operated and maintained at maximum 
efficiency.” 


{From the Nashville Tennessean of August 11, 1957] 


VIstror’s CORNER—IT ONLY TAKES Two FoR A TVA WRECKING CREW—COLORADO 
NEWSPAPER URGES SENATE TO PROBE QUESTIONABLE BACKGROUND OF ARNOLD 
JONES 


(Many newspapers have taken an editorial second look at the noncontroversial 
Mr. Arnold Jones, appointed to serve on the TVA Board, since this newspaper 
published a series of articles on his background. The following is from the 
editorial page of the Denver Post. Excerpts of other editorials will follow 
in this space tomorrow.) 

According to the act creating the Tennessee Valley Authority, the three 
members of the Board of Directors of TVA shall be persons who profess a belief 
in the feasibility and wisdom of this act. 

In 1954, when President Eisenhower named Gen. Herbert D. Vogel to be 
Chairman of the TVA Board, there was considerable question as to whether he 
could truthfull profess a belief in the wisdom of the TVA Act. Subsequently, 
when General Vogel supported the notorious Dixon-Yates scheme to turn over 
to private companies part of the electric power market which TVA had built 
up, it began to appear the general’s profession of belief must have been made 
with tongue in cheek. 

Belief in the wisdom of TVA is now becoming an important issue again in 
connection with President Eisenhower’s nomination of Arnold Jones, Deputy 
Director of the United States Bureau of the Budget, to succeed Dr. Harry A. 
Curtis as a member of the TVA Board. 

Jones was a rather obscure figure in Washington when he was nominated. 
The President called him the most capable and disinterested man I could find 
for the job. Why disinterested should be considered an important qualification 
the President did not say. 

If Jones was noncontroversial before his nomination, he is rapidly becoming 
highly controversial now that some of the friends of TVA have had time to 
check into his record. 

TVA’s rehabilitation of the Tennessee Valley in parts of six States has 
been so successful that TVA now needs more power to serve the farms, in- 
dustries, and cities it has helped develop. 

TVA is asking Congress for authority to issue $750 million worth of revenue 
bonds to finance a healthy power expansion. These bonds would not cost tax- 
payers a cent. 

Jones, it develops, has written a letter to the Senate Public Works Com- 
mittee proposing that TVA should be limited to issue $200 million worth of 
bonds and that other restrictions be added which might force TVA to increase 
its power rates or circumscribe its power operations. 

The private power industry for years has been waging a bitter—and often 
untruthful—campaign against TVA, aimed principally at increasing its rates 
and limiting its service. It looks very much as though Jones had lined up on 
the side of the foes of TVA before he was picked to serve on the TVA Board. 

The Nashville Tennessean, a strong supporter of TVA, has been doing some 
checking on Jones’ record back in his home State of Kansas. It claims to have 
discovered that when Jones was a member of the Kansas Corporation Com- 
mission be pursued policies which favored private electric companies to the 
detriment of rural electric associations. 

The Tennessean charges that Jones, instead of being capable, was such a 
petty tyrant of redtape at Kansas State College, when he was a dean there, 
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that he was quietly demoted. It also claims that while Jones was on the 
corporation commission an auditing firm with which he was connected had as 
its clients several firms which were under regulation by the commission, thereby 
creating a questionable conflict of interest as far as Jones was concerned. 

These are matters which the Senate should investigate thoroughly before any 
action is taken on Jones’ nomination to the TVA Board. The vast TVA pro- 
gram to control floods, provide navigation, improve agriculture, said sponsor 
new industries was set up by act of Congress. It should not be crippled or 
liquidated except by act of Congress. 

TVA’s Board of Directors now has a Chairman whose devotion to the purposes 
of TVA is suspect. If he should be joined on the Board by another member 
who harbors hostility to TVA, the two of them would comprise a majority which 
could wreck an important experiment in basinwide development beyond the 
ability of Congress to repair. 


{From the Nashville Tennessean, July 1, 1957] 
Visitor’s corner 


ADMINISTRATION CAN’? BE TRUSTED ON TVA CHOICE—ATTITUDE AND ACTS OF 
ARNOLD JONES SHOULD GET THE SENATE'S FINE-TootTH COMB INSPECTION 


President Eisenhower—or shall we say White House Boss Sherman Adams?— 
has chosen a new Director for the Tennessee Valley Authority, subject to con- 
firmation by the Senate. He is Arnold R. Jones, of Kansas, Deputy Director of the 
Budget. 

This is the Eisenhower’s administration’s second appointment to the three- 
member TVA Board. If it is confirmed by the Senate, the undermining of TVA 
will or will not begin depending on whether the new choice is a stooge for Gen. 
Herbert D. Vogel, present Chairman, or whether Mr. Jones is an independent 
member, convinced of the public value of TVA and serving in his own right. 

It will not be enough for the Senate committee to question Arnold Jones rigor- 
ously. It will not be enough for him to swear an oath that he believes in the 
“wisdom and feasibility” of the TVA Act, as all Directors of the agency must do 
under the law drawn by the late great Senator George W. Norris, of Nebraska. 

General Vogel, President Eisenhower’s first appointee to the TVA Board, was 
questioned by the Senate. He took the oaths. He said he believed in the TVA 
Act. He pledged himself to support it by his official deeds. 

Yet General Vogel, once he was installed as Chairman in the place of Gordon 
Clapp, a sincere believer in TVA, set out to scuttle this coordinated enterprise 
in power production, flood control, navigation, and resource development. 

Genral Vogel shamelessly became the errand boy of the utility combine in 
trving to put over the Dixon-Yates deal—a steal so rank and so horribly embar- 
rassed by a patently illegal conflict of interest scheme that the Eisenhower ad- 
ministration itself had to abandon it under fire of public opinion. 

General Vogel has stood against needed TVA funds by opposing both con- 
gressional appropriations and adequate bond authority. He has damaged 
morale in the TVA organization. He has opposed his two fellow Directors, Dr. 
Harry Curtis, former University of Missouri engineering dean, whose term has 
expired, and Dr. Raymond R. Paty, whose term has 3 years to run, 

Last vear, after losing a battle when he was outvoted by Messrs. Curtis and 
Paty, General Vogel had the effrontery to say that by the time the decision could 
be put into effect “the membership of the Board will have changed.” 

Is the appointment of Arnold Jones the “change” that General Vogel foretold 
some eight months ago? If so, then it deserves to be rejected overwhelmingly. 
If it is not that change, then what is it? 

There is warning enough for the entire country and obviously for every Mem- 
ber of the Senate, in the fact that Republican Senator John Sherman Cooper 
of Kentucky, was not even consulted by the White House on the Jones selection. 

Senator Cooper was ignored by Sherman Adams when the Kentucky Republican 
tried to get into the White House to warn the President about the Dixon-Yates 
steal. He was so shabbily treated that his lack of standing at the Presidential 
office contributed to his defeat in 1954. In 1956, the White House implored Mr. 
Cooper to run again, and now that he is back in the Senate he is being ignored 
again. 

Arnold Jones was not in the Budget Bureau at the time of the Dixon-Yates 
seandal. But the Budget Bureau has had dealings with TVA since he entered 








86 NOMINATION OF ARNOLD R. JONES 


it. His acts as well as his attitude and belief about a public power yardstick 
need to be gone over with a fine-tooth comb. 

It is an unpleasant as well as regrettable thing to say, but the blunt truth 
must be told here: The Eisenhower administration cannot be trusted to make 
an appointment to the TVA Board that complies with the law. The patent de- 
ception worked in the Vogel case is proof enough. 

Fortunately the Senate can keep another Vogel off the Board. And it would 
be infinitely better for the TVA to have only 2 members for a long time to 
come than to give hatchetman Vogel a 2-member majority and thus begin the 
undermining of a great inspiring and eminently successful venture in government 
for the people. 


[From the Chattanooga Times, August 9, 1957] 
NEw Crisis For TVA 


The death of Dr. Raymond Paty, member of the TVA Board of Directors, is a 
great loss to the progressive South which he served with such distinction as 
president of the University of Alabama, as chancellor of the university system of 
Georgia, and then as a member of the TVA Board of Directors. 
be a calamity for the Tennessee Valley Authority. 

Tennessee loses a native son who reflected honor on the State. A native of 
Bell Buckle, he served educational institutions in Tennessee before going to 
Alabama. 

In choosing Dr. Paty for the TVA Board, President Truman conformed to the 
letter of the law which created that great experiment in regional all-purpose 
development. Here was a man who believed in TVA, as the law requires of TVA 
Directors. Here was a man of such eminence in the educational field that he 
stood above the ordinary run of merely successful men. Here was a man of 
great personal integrity and of such courage that he fought with every ounce of 
his energy against dismantlement of the TVA and against the soft compliance 
which the Chairman of the Board was inclined to show toward such things as 
Dixon-Yates and the astonishing efforts of the Budget Bureau and Assistant 
President Sherman Adams to damage the Authority. 

We scarcely dare speculate on what might now happen to TVA. When Dr. 
Harry Curtis retired last May, the administration had a chance to appoint a 
man of Dr. Curtis’ stature to the TVA Board. Instead, Mr. Adams chose a man 
from the Budget Bureau, and that choice seemed a direct slap at the TVA and 
the 6 million people of the Tennessee Valley whom TVA serves. 

When the record of that appointee, Arnold Jones, was revealed it seemed that 
the TVA law which requires that its Directors believe in its principles had been 
flouted. A fight will certainly be made against confirmation of Mr. Jones. 

A heavy task now confronts supporters of TVA and of the proper develop- 
ment of the natural resources. They must try to reach President Eisenhower and 
to get him interested in the TVA and its future. They cannot hope to change the 
position of Sherman Adams. 

The enemies of TVA, including the servants of the private-power lobby right 
here in the Valley, will attempt to get another Arnold Jones appointed to the sec- 
ond vacancy on the Board. The private power companies will be especially 
anxious to bring that about for it will assure the crippling of TVA for at least 9 
years in the future. This will be protection for them against the possible swing 
of the country politically back to the idea of development of natural resources 
for all the people. 

The people of the valley have another obligation rather than their own best 
interests to fight for a pro-TVA Board of Directors. If the Board is packed 
with hostile or, to use President Eisenhower’s own word, “disinterested” men, 
we fear that there will be an exodus of TVA scientists from the Authority. 
There may even be a wholesale elimination of the people who have served TVA 
so well and who have dared risk their positions by standing for the best interests 
of TVA and the valley. 

On this gloomy day when we regret the death of Dr. Paty, we see but one ray 
of hope. Twenty-four Republicans joined the Democrats in the House of Rep- 
resentatives Wednesday in refusing to slash the TVA appropriation of 
$13,317,000 (the amount asked) by $9,784,000, as proposed by Representative 
Taber, bitter TVA foe. 

It is possible that the Republican Members are beginning to foresee the po- 
litical issues of the next congressional campaign. Certainly, the lesson of 


His passing could 





. 
‘ 


2 ah am 





Seu a |. CV 


NOMINATION OF ARNOLD R. JONES 87 


1956, when Republicans lost so many seats in Congress because of the adminis- 
tration’s partiality to private power, may be sinking in. That issue will be even 
stronger in 1958 and it will be combined with the tax writeoff exposures. 

But even if another drubbing is administered the Republican Party in 1958 
congressional elections on the same issue, TVA will still face bitter years if the 
Board of Directors is packed for 9 years ahead with enemies of the TVA develop- 
ment. 

The situation is doleful. The qualifications of Arnold Jones must be studied 
microscopically. The qualifications of the man chosen by Sherman Adams to 
succeed Dr. Paty must be shown in their true light to the people of the country. 

The Tennessee Valley and the loyal employees who have served TVA for 
many years deserve a fair deal in this emergency. Let’s try to get one. 

Senator Krrauver. These are largely Republican papers, some 
Democrat, some independent. There are probably others—but these 
are all that have come to my attention. I won’t try to summarize 
them except to say that the gist of them, as stated by the St. Louis 
Courier-Journal, is that Mr. Jones won’t do. 

Finally, as already referred to, I know it has already been put in 
the hearings, the letter that Mr. "Jones wrote as Acting Director of 
the Budget. . 

Senator Kerr. That has already been put in the record twice, 
Senator. 

Senator Krrauver. It is Mr. Jones’ comments, as Acting Director 
of the Bureau of the Budget, on the TVA self-financing bill which 
this committee was considering, and which I believe Mr. Jones told 
you he would administer faithfully as a TVA Director. 

If he does, then he is not faithful to the views he signed in this 
letter—for here he recommends the slick devices by whic h the private 
power trust, in league with the Bureau of the Budget, has been trying 
to use for years in an effort to wreck TVA. 

TVA can live with the bill which the Senate adopted—it couldn’t 
live with the proposals recommended by Mr. Jones in this letter, 
although I understand he told this committee yesterday he thought 
it could. 

Gentlemen, my plea is: Don’t act hastily in approving this nomi- 
nation. Let’s have a thorough investigation of all these facts and 
lay all the facts out on the table where we can see them. Mr. Jones 
should appreciate such thoroughness. 

Mr. Chairman, I would like to ask Mr. Jones a few questions. 

Senator Kerr. That is fine. I would like to say to the Senator 
that the staff has not been able to find a copy of the oath that the 
Senator referred to on his first page, in which he tells us that “it 
requires affirmation of belief in the feasibility of the TVA Act itself.” 

I wonder if the Senator will undertake to get us a copy of that oath? 

Senator Kerauver. I certainly will. I will undertake to get one 
and furnish it to the committee. 

Senator Kerauver. May Lask Mr. Jones a few questions? 

Senator Kerr. Yes, sir. 

Senator Krravver. These first questions are taken from a series of 
articles—I have no personal information about them—in which Mr. 
Nat Caldwell, a reliable reporter of i Nashville Tennessean, wrote 
as a result of his inquiries in Kansas. They were published in the 
Washington Post and I assume that van read them, Mr. Jones, and that 
you are familiar with them. 

Mr. Jones. I have seen the articles; ves, sir. 
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Senator Keravver. In this article of July 24, Mr. Caldwell quotes 


L. J. Blythe, president of Kansas Electric Cooperatives, Inc., as saying: 
We will never forget and rural electric cooperatives in other States will be wise ] 

never to forget the corporation commission members who put this yoke on us. 

If not fought hard, it could spread to other States. : 
Another one, quoting Mr. Perry Miller 
This policy has cut so deep we are now in a life-and-death battle to abolish it | 

or be destroyed. | 
It quotes Mr. Gordon Lowery, general counsel for the Kansas co- 

operatives, as saying: 
‘ 
In Tennessee and other States the cooperatives are able to serve farmers at 

lower rates because of the extra volume of business they get from industry and 

commerce. In Kansas, private power companies can take our industrial and 

commercial consumers at will because of the commission rule. 


These are some of them. I would like to ask you for comment on 
them, Mr. Jones. 

Mr. Jones. The State of Kansas, of course, is one of the early States 
in the matter of regulation of utilities. In fact, I believe, Mr. Chair- 
man, that the State of Kansas had a regulating commission before 
the Interstate Commerce Commission Act was passed. That included, 
of course, a definition of what constituted a public utility. I believe 
the REA Act was enacted about 1935. The first application for an 
REA certificate was made in Kansas in 1937. 

At that time the three members of the commission were Judge Elden 
Sloane, a former member of the supreme court; Mr. Blinko, from 
Fort Scott, Kans., an attorney; and Mr. Homer Hoch, a former 
Member of Congress and later a member of the Supreme Court of 
Kansas. Mr. Sloane and Mr. Blinko were Democrats, and Mr. Hoch 
was a Republican. It required that the commission be a bipartisan 
commission. 

They had numerous conferences with national representatives of 
REA, and it was determined under the law that the REA cooperatives 
in Kansas were public utilities subject to the regulation of the com- 
mission, and that was the beginning of the regulation of R KA public 
utilities in Kansas. Prior to that time there were some 6 or 7 private 
public utilities in Kansas, in addition to the municipal utilities. 

In Kansas, in general, the area to be served by utilities was certifi- 
cated and described in the certificates. It is obvious that the new REA 
utilities coming into Kansas would ask for area which overlap that of 
the private utilities that have been there previously. So the matter 
of dual certificates was unavoidable. In fact, it had existed between 
the public utilities, the private public utilities, prior to that time. 

A number of certificates—I do not recall the number—were issued 
by the Democratic commission, or prior commission. The chief engi- 
neer, Mr. Wayne Limbacher—incidentally, Mr. Chairman, Mr. Wayne 
Limbacher is a business associate of Mr. Carl Rice, whom I believe 
you know, and I have every confidence in Mr. Limbacher—Mr. Lim- 
bacher had been selected by the prior commission and he worked 
during all of the time that Senator Schoeppel and I were on the com- 
mission. 

The situation was difficult, Senator, there is no question, when two 
utilities want to serve the same area. We discussed yesterday the 
problem that would be created if some outside utility tried to come 
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into the TVA area, and that would be a difficult situation, too. There 
was no choice, as far as the Kansas commission is concerned, but to 
regulate the REA’s as provided by Kansas statutes. 

In 1941, , representatives of the Federal Rural Electrification Admin- 
istration—I remember only the name of a Mr. Lake who Mr. Lim- 
bacher tells me now lives in St. Louis and is in private consulting 
practice—came to Kansas and suggested a specific statute for REA 
cooperatives. That statute was passed as suggested by the national 
group, with one exception. 

Senator Schoeppel calls my attention to the fact that the commis- 
sion, as such, approved that act without the amendment about which 
I am about to speak. 

Senator Krrauver. The commission, as such; were you a member 
of the commission ? 

Mr. Jones. Yes, sir. Mr. Schoeppel and I were members of the 
commission from the 2lst day of February lieve Mr. 
Schoeppel resigned in May to run for Governor, and I continued as a 
member until the 17th d: ay of August 1942. Mr. Schoeppel resigned 
in May to run for Governor. 

Senator Keravver. How do you mean you approved the act? You 
recommended the act? What was the form of the approval of the 
commission ¢ 

Mr. Jones. We concurred with the national group that this should 
become law, in which event the REA’s would not be then regulated 
by the corporation commission. They would be the same as they are 
in the other States, the same as many municipalities are in Kansas. 
The legislature, in its wisdom, chose to add a section to that act as 
suggested by the national representatives, simply to the effect that 
REA cooperatives are public utilities subject to regulation under the 
public utilities chapter of the Kansas statutes. And that situation has 
continued to this day. We had many conferences with the REA’s. 

Mr. Beeler, who headed REA at that time, indicated a good many 
times he thought we were very helpful to the REA’s. The REA’s 
have prospe red in Kansas. I believe the figure now is that there are 
about 96 percent of the farms electrified. 

I contend we were helpful to the REA’s in Kansas, and helped them 
in every way we could. 

Senator Kerauver. What does Mr. Blythe mean? [Reading:] 

We will never forget and rural electric cooperatives in other States will be 


wise never to forget the corporation commission members who put this yoke 
on Us. 





That included you. What “yoke” is he talking about ? 

Mr. Jones. I have no idea what he meant when he made that state- 
ment. I rather imagine there were words put in his mouth. 

Senator Kerauver. I want to think so, Mr. Jones. Mr. Caldwell is 
an honorable, reliable man. I am sure he reported exactly what Mr. 
Blythe said. 

Senator Kerr. Would the Senator yield there ? 

Senator Keravuver. Yes. 

Senator Kerr. Is he the one who made the statement that you 
quoted in your statement, “Arnold Jones put a yoke on us”? 

Senator ‘Kerau ver. He says here that the “commission members 
put a yoke on us”; yes. 
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Senator Kerr. You have here in your statement, with quotation 
marks around it, “Arnold Jones put a yoke on us.” Did you put that 
statement in the record, Senator ¢ 

Senator Keravuver. There is another one here that says the same 
thing. 

Senator Kerr. I am referring to the one in the middle paragraph, 
the second paragraph on page 3. 

Senator Kerauver. That is according to R. L. Hamilton, of Beloit, 
Kans. I will find it ina second. 

Senator Kerr. Was it among the editorials or statements that you 
put into the record ? 

Senator Kerauver. Yes; it is. I will find that quotation from Mr. 
Hamilton. 

Yes; here it is. In the lead of the story—I have to read all of the 
story: 

Kansas Rural Electric Cooperative officials insisted last week Arnold R. 
Jones helped “put a yoke on us” when he was a member of the Kansas Corpora- 
tion Commission. 

Mr. Chairman, could I read the two paragraphs of this story ? 

Senator Kerr. You put them in the record. I was just interested 
in having the identity of the quotation. 

Senator Keravuver. This “put a yoke on us” when he was a member 
of the corporation commission, and the next paragraph: 

R. L. Hamilton, of Beloit, veteran rural electric cooperative attorney, said the 
yoke was the dual certificate policy, created largely while Jones was a com- 
missioner. Under the policy, private power companies may seize any and all co- 
operative customers except farmers, whenever they wish. 

And then it goes on to say 

Senator Kerr. I would not permit anyone, if I could help it, to be 
more zealous in support of the REA than Iam. If you have the state- 
ment there that R. L. Hamilton, veteran REA attorney, made, “Ar- 
nold R. Jones put a yoke on us,” I would like to have it. 

Senator Kerauver. Mr. Chairman, these have been put in the rec- 
ord. The only thing I see in this article, to start off, is “put a yoke on 
us when he was a member of the Kansas Corporation Commission.” 
And “put a yoke on us” is in quotations. 

Senator Kerr. Then is “Arnold R. Jones put a yoke on us” there in 
quotes ? 

Senator Keravuver. No, “put a yoke on us” is in quotes. 

Senator Kerr. Then I am sure that if that is the quotation you are 
using in your statement you would want the two of them 

Senator Keravuver. I would want the two of them to be exactly as 
they are. And I will look over them to see if there is another one. 
There are four articles. I want the statement to be exactly as it is in 
the article here. 

The point is, Mr. Jones, do you believe in the dual REA policy ? 

Mr. Jones. As I testified, it was inevitable in the situation. I am 
hoping that after 20 years’ experience that they can minimize it. It 
will be a long time before they can ever do away with dual certificates 
in Kansas because of the overlapping of service that has been given 
over the years. 

Senator Kerauver. The question is do you believe in the dual— 
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Mr. Jones. I believe it is the law in Kansas; yes, sir. 

Senator Kerauver. I know, but do you believe in it ? 

Mr. Jones. I don’t understand your question. 

Senator Krrauver. Do you think it is a wise policy, the dual cer- 
tificate policy ? 

Mr. Jones. I think it was wise to give the opportunity to the REA’s 
to serve; yes, sir, and that did result in dual certificates. 

Senator Keravuver. Then you think that the dual certificate policy 
that you administered as a commissioner was a wise policy ? 

Mr. Jones. Under the circumstances it was a wise policy because 
it gave REA a chance to come into Kansas. 

Senator Keravver. Do you agree with these REA gentlemen who 
have spoken here, that by denying them industrial customers that 
they were up against it so that they had a hard time surviving? 

Mr. Jones. Senator, what do you mean by “up against it?” 

Senator Keravver. They complained that it was making it very 
tough for them. 

Mr. Jones. Nothing that the Commission did made it tough for 
them. The situation has existed. They were coming into a territory 
that had already been certificated, and that did make a problem. 

I have here excerpts from the Supreme Court decision of Kansas, 
which indicates that the customer is entitled to select the utility from 
which he takes his service, so long as it is within the area. This is 
nothing that the Corporation Commission did. 

May I give you the citation to that ? 

Senator Kerauver. Yes. 

Mr. Jones. It is an excerpt from the Pacific Reporter, second series, 
volume 196, pages 213-214, 165 Kansas, 471. 

While we are on that may I correct another item that is in your 
statement? I have here the order to show cause by the Commission 
with relation to the hearing which is to be held on this matter on— 
the order was issued on the 22d day of May 1957, and the docket num- 
ber is 55,029U, which sets forth the hearing matter on the certificates 
on the 23d day of September 1957. However, it was not 37 co-ops that 
applied for this action. It was 29. Eight of the Kansas co-ops did 
not join. 

Senator Krrauver. Mr. Jones, this article of July 24, 1957, I want 
to read two short paragraphs: 

Hamilton, who appeared before the Commission for the co-ops at the time, 
recalled last week that the staff— 
let me start back two paragraphs before that— 

Jones was a member of the corporation commission, Kansas utility regulatory 
body, from February 1939 through August 1942. His votes, with rare exceptions, 
were favorable to the big companies. 

Is that correct ? 

Mr. Jones. That is not my conclusion. So far as my comments on 
that, it is that the votes were according to the evidence and the law as 
we saw them. We administered the law as the legislature gave it to 
us. 

Senator Keracver. Were you aware that that was Mr. Hamilton’s 
feeling about it ? 

Mr. Jones. He has never made that statement to me. 
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Senator Keravuver. He said further, in the next paragraph following 
that, or two paragraphs down : 

Hamilton, who appeared before the commission for the co-ops at that time, 
recalled last week that the staff was so partisan the power companies didn’t 


even have to carry their own ball. When the cooperatives had an issue with the 
power company before the commission— 


he said— 
the company lawyers could almost sit back and let the commission staff try their 
cases. 

What do you say about that ? 

Mr. Jones. I think it iscompletely untrue. 

Senator Kerauver. Mr. Jones, I didn’t get a direct answer from you 
as to whether you said you thought this dual certificate business was a 
good program or not. 

Mr. Jones. I think it was an inevitable program. 

Senator Keravuver. Not whether it was inevitable but whether it was 
good. 

Mr. Jones. May I finish? 

Senator Kerauver. Sure. Yes, indeed. 

Mr. Jones. I said it was inevitable, and it was good from the 
standpoint it gave under the law of Kansas the REA’s an opportunity 
to come into Kansas. There was no alternative. 

Senator Kreravver. When they came in then did you vote to deny 
them the right to have commercial and industrial customers? 

Mr. Jones. No, sir. 

Senator Kerauver. Isn’t that what the dual specification means, 
that they couldn't expand their operations any so as to have industrial 
customers / 

Mr. Jones. No, sir. 

Senator Kerauver. What did it mean then? 

Mr. Jones. It meant that in an area defined by the certificate. was 
assigned to them in which they could serve. 

Senator Kerauver. And that regardless of the desire of the people 
in the area and the ability of the REA’s to give lower prices and lower 
costs they were confined to that area? 

Mr. Jones. Under the law of Kansas they were assigned an area that 
appeared to be economic for them to serve, usually as defined by the 
applicant. 

Senator Keravver. Did you make any recommendation for the 
repeal of the dual-certificate provision ? 

Mr. Jones. None except to endorse the original suggestion of the 
Federal REA representatives. 

Senator Keravver. You didn’t take a position about it? You 
endorsed the original suggestion and in the legislature you say this 
was put on, making them subject to the utility commission? 

Mr. Jones. That is right. 

Senator Keravver. Making them subject to the utility commission 
would not in and of itself mean that they had to be assigned certain 
territories, would it? 

Mr. Jones. Yes. It would. 

Senator Keravver. Where do you get that? Is that in the wording 
of the law? 
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Mr. Jones. It was the practice in Kansas for a long time. I do 
not recall the exact wording of the law, Senator. 

Senator Krrauver. What I am trying to get at, you say that it 
was added on to the general REA law, that REA’s would be subject 
to the regulations of the utility commission, that they would be 
classified as utilities? 

Mr. Jones. It merely clarified the fact that they were subject to 
the regular utility laws. 

Senator Krravver. That doesn’t mean that they have to be rele- 
gated to certain territories; that they cannot expand some of the 
territory if they make a good seen does it? 

Mr. Jonrs. Yes. The certificates define the territory. 

Senator Keravver. You took the position as a member of the com- 
mission that they should not be allowed to serve any additional terri- 
tory ¢ 

Mr. Jones. I took a position that the law provided for assigning 
territory; yes, sir. If they wished to serve an additional territory, 
they could make an application for that oa the evidence would be 
taken. 

Senator Kerauver. What does it mean, where Mr. Perry Miller, 
the secretary of the State association, said, according to the article of 
July 24: 

If the private power companies feel there is no profit in a particular small in- 
dustry or commercial establishment, they can refuse to serve it, but the co-ops, 
if they want to see their territory develop, often extend service. Then whenever 
the customer grows to a size where supplying it with power is profitable, the 
power companies can move in and claim it. 

(Quoting further : 


There is a right of the customer to choose who he wants service from, but it 
is only theoretical, Miller added. The power company is free to offer rate and 
many other inducements to persuade the customers. Co-ops can offer none. 
They can’t even assure the customer of a power demand to meet increased 
demands. 

According to this, the way you operated the commission, the private 
power companies could extend their territories, offer inducements to 
persuade customers, but the co-ops could offer none. 

Mr. Jones. If that is the implication of that statement, it certain- 
ly is incorrect, because the private power companies and the REA’s 
worked under exactly the same rules. Any rule made by the commis- 
sion was as applicable to the private power companies as it was to the 
REA’s. 

Senator Kerauver. The article says here further : 

The prohibition against cooperatives serving industry was handed down by 
the corporation commission in December 1939, with Jones voting for it. 

Did you vote for that prohibition ? 

Mr. Jones. I don’t even know what he is talking about, Senator. 
[ have written to the secretary of the commission, and he assures me 
that there was no such rule. 

Senator Kerauver. Let me read the whole paragraph. Maybe it 
will beclearer: 

Since the cooperative lacked a legal right to serve the customer to begin with, 
the company can deny the rural system extra wholesale power. The prohibition 
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against cooperatives serving industry was handed down by the corporation com- 
mission in December 1939, with Jones voting for it. The precedent for county- 
by-county restrictions against cooperatives serving the oilfield that were spread- 
ing over rural Kansas was fixed in June 1940, with Jones’ assent. 

The cooperatives became so disturbed at their plight that in 1941 they asked 
the legislature to pass a bill to remove their rural systems from the Commission's 
jurisdiction. Their bill was killed by Republican Old Guard forces. 

Do you recall that bill ? 

Mr. Jones. In 1941 I had nothing to do with 

Senator Kerauver. In 1941, yes. You were on the commission 
then. 

Mr. Jones. Oh,excuse me. Yes, I was there in 1941. I was think- 
ing of the 1951 date. In 1941, that is the bill that we endorsed, as the 
commission. 

Senator Kerauver. Mr. Jones, this says here—I thought you said 
a few minutes ago that the bill you endorsed was in 1939? 

Mr. Jones. No,sir; 1941. 

Senator Keravver. It says here that the cooperatives in 1941 asked 
that they be removed from the Commission’s jurisdiction, and that this 
was killed by Republican Old Guard forces. They don’t say who 
that is. 

Do you recall the bill to remove the jurisdiction of the commission ? 

Mr. Jonrs. Yes, sir. 

Senator Keravuver. Is that the bill that you were referring to 

earlier ? 

Mr. Jones. Yes, sir, that is the bill that I was describing. The bill 
was passed, except that the change was made to confirm the findings 
of the prior commission, as I described awhile ago, to the effect that 
the REA’s would be subject to the public utility regulation. 

Senator Krravuver. I want to make it clear, of course, that these 
are the Kansas REA people that I am quoting, Mr. Jones. 

Mr. Jones, I thought that you talked about a bill when the REA’s 
first got their statewide law giving them jurisdiction, and that that 
is when the dual certificate provision was adopted? 

Mr. Jones. The interpretation by the Democrat-controlled com- 
mission prior to the commission on which I served, interpreted the 
Kansas law as including the REA’s. This was confirmed by the 
Legislative Act of 1941. 

Senator Keravuver. Were you in favor of the commission having 
jurisdiction over the REA’s or not ? 

Mr. Jones. We would have been pleased had the law passed. 

Senator Kerauver. What did you feel about it? What did you 

vant done? Did you want the commission to have jurisdiction or 
did you not? 

Mr. Jones. I would have been very pleased if it did not have 
jurisdiction. 

Senator Kerr. Did I understand you to say that you, as a member 
of the board, recommended to the legislature that they pass a law 
the result of which, had it been passed as you recommended it, would 
have relieved them of the regulatory jurisdiction of your commission ? 

Mr. Jones. That is right. 

Senator Kerr. That was your recommendation to the Kansas 
Legislature ? 

Mr. Jones. That is right. 
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Senator Keravuver. Is there a record of that, Mr. Jones, a vote of 
the commission ? 

Mr. Jones. I can’t answer that. That was 17 years ago. 

Senatér Keravuver. Was this a unanimous recommendation ? 

Mr. Jones. Senator Schoeppel just called my attention to it. I 
think he can verify it. He and I were on the commission at the same 
time. 

Senator Krerauver. How many members were on the commission ? 

Mr. Jones. Three. 

Senator Kerauver. Was this a unanimous recommendation / 

Mr. Jones. Yes, it was, and I would like to point out that practically 
all of the actions of the commission were unanimous. 

Senator Kerauver. Mr. Chairman, I would like to ask Mr. Jones 
about quite a number of quotations in these articles. For the record 
I have asked that they be made a part of the record. I would be 
pleased if he would have the opportunity of commenting on any of 
these quotations. 

Senator Kerr. Senator, this committee has invited you, in response 
to your request, to come here and ask questions of this witness. We 
have complete confidence in your wisdom and attitude. You have the 
opportunity, sir, to ask this witness any questions that you want to. 

Sealine Keravver. All right. Thank you. I appreciate that. 

Another quotation here is that— 

Mr. Perry Miller, manager of the Kansas Electric Cooperatives, Inc., said “This 
policy has cut so deep we are now in a life and death battle to abolish it or be 
destroyed.” 

Do you agree with Mr. Miller? 

Mr. Jongs. No, sir. 

Senator Kerauver. You don’t think it has adversely affected the 
REA’s? 

Mr. Jones. I think it has been a problem but I do not think it is a 
life and death situation. The REA’s—I asked Mr. Zimmerman, who 
incidentally was in the room yesterday, a former engineer with the 
commission, whether any of the REA’s in Kansas Were having financial 
difficulty, and he told me that none of them were 

Senator Kerauver. Mr. Jones, were you aware of their effort to 
abolish the law or the ruling of the commission or the dual-certifica- 
tion plan? Were you aware of their effort to abolish it ¢ 

Senator Kerr. Do you mean repeal the law 4 

Senator Kerauver. The REA’s effort. 

Mr. Jones. Do you means repealing the law of prior to 1941 ? 

Senator Kerauver. Yes. 

Mr. Jones. Yes. 

Senator Kerauver. Did you take a position in connection with the 
repeal of the law ? 

Mr. Jones. As I have testified, Senator, we endorsed the law sug- 
gested by the Federal REA authorities. 

Senator Kerauver. I know, but after that time this man Mr. Perry 
Miller is saying that they had a big effort up to amend the law so as to 
change the dual-certificate plan. 

Will you state your position in connection with that effort? 

Mr. Jones. I have not been associated with this problem in Kansas 
since 1942. 
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Senator Keravver. I know, but you have been an important private 
citizen out there, and a former commission. Did you take a public 
position on that? Did youmakea statement about it? 

Mr. Jonxs. No, sir. 

Senator Keravuver. If you though it was a bad program, don’t 
you think you should have spoken up for the REA ? 

Mr. Jonss. I had problems of my own, Senator, to take care of. 

Senator Kerauver. You quoted Mr. Zimmerman a minute ago, 
and he is quoted in the article of July 24: 

H. R. Zimmerman who was then and is still a commission engineer said that 
he and his superior, Wayne Limbacher, then chief commission engineer, chal- 
lenged all wholesale rates at which the private companies offered to serve the 
new rural electric cooperatives. “The rates were just too cheap,” said Zimmer- 
man. The commission tried to make sure that industry and commerce would 
never have to help out in making possible lower rates to farmers. That would 
not have been fair, to let one consumer ride on another consumer’s back. 

Did you think the rates—was there a giving of industry cheaper 

rates to the detriment of farmers under you ? 

Mr. Jonrs. May I have that question again, please? 

Senator Krravuver. He seems to complain here that you joined in 
keeping up the electric rates to the farmers; that you kept up the 
electric rates to the farmers and let the rates to the industry be low 
so that the farmers had to pay more than their just share of the rate. 
That is the inference that I get. 

Mr. Jones. The commission never took any such action while we 
were members of it. I have discussed that particular quotation with 
Mr. Zimmerman. He merely pointed out that in connection with any 
rate problem it is proper to consider any new rate and its effect on 
other rates as they already exist. I asked Mr. Zimmerman whether 
the commission ever denied any rate because it was too low that had 
been filed by a utility. His answer to me was “My goodness, no.” 

Senator Kerr. Do you mean any rate for the farmers ? 

Mr. Jones. That is right. The implication there is that we would 
deny low rates, which is not true. 

Senator Keravuver. Did you deny low rates to the farmer and 
farmers having to carry more than their share of the rates? 

Mr. Jones. To the best of my memory we approved every rate that 
was filed by the REA. 

Senator Kerauver. Why do you feel that all these REA leaders 
of your State are indifferent or antagonistic or feel that you haven't 
done right by them, Mr. Jones? 

Mr. Jones. I can’t answer that question. They haven’t talked to 
me about it. 

Senator Keravver. It would appear from these articles that they 
seem to be fairly unanimous in their feeling that you and the com- 
mission, while you were a member, didn’t give them a very good 
break, and that they don’t think you are a very good friend of theirs. 

Mr. Jones. They have not communicated that to me. I think it is 
quite obvious, from a reading of Caldwell’s articles, that he was on 
a mission of character assassination. 

Senator Kerauver. Mr. Jones, knowing Mr. Caldwell as I do I 
would certainly, on his behalf, deny that. He is a reporter who gets 
facts as he sees them, and I am sure you noticed that he did quote 
some people who spoke favorably of you, but they are not REA 
people. 


rate 
dlie 


on’t 


chat 
hal- 

the 
ner- 
yuld 
uld 


per 


in 
the 
low 
ute. 


we 
‘ith 
uy 
on 
her 


rad 
9 


uld 
ind 
hat 


lers 
n't 


to 


hey 
»m- 
vod 
irs. 


on 


o I 
rets 
ote 


KA 


NOMINATION OF ARNOLD R. JONES 97 


Here, for instance, he says: 


Walter Fees: “Jones is a grand fellow, everybody likes him, he is a fine 
auditor and understands business methods as well as anybody. He would be an 
excellent TVA Board member,” Fees said. Of course he was an oil and gas man. 

Senator Kerr. Is there any inference that that would disqualify 
him to speak on any other subject? If there is, the chairman of this 
committee becomes interested. 

Senator Kerauver. The chairman of course knows that I am pick- 
ing at random what somebody said. 

Biante Kerr. Which one of them said that? 

Senator Kerauver. Mr. Walter Fees. 

Senator Kerr. I understand that was the Senator from Tennessee 
talking. Did the reporter say “of course he was an oil and gas man” ¢ 

Senator Kerauver. No. 

Senator Kerr. Then I am correct in believing that that was the 
statement of the Senator from Tennessee ? 

Senator Krrauver. No, the reporter said he was, and he was chair- 
man of the GOP State committee. 

No, I didn’t say that. The reporter said he was. 

Senator Kerr. You said, “Of course he was an oil and gas man.’ 
Is that what the reporter said ? 

Senator Kerauver. I didn’t know that I put it that way. I thought 
I was reading here 

Senator Krrr. I suppose you heard what you said. I did. I just 
wanted to know if there was any 

Senator Kerauver. No; there is no inference. 

Senator Kerr. I am glad to have that aon up. 

Senator Krravver. Then there is Mr. Sam Charleston who spoke 
highly of you, and so forth. 

Mr. Jones, in this article of July 22, Mr. Caldwell said that Mr. 
Hardesty, a member of the accounting firm of Brelsford, Gifford & 
Jones, confirmed to the reporter that— 








The firm represented a few clients who came under the regulation vr the com- 
mission on which Jones served from 1939 to 1942. Membership in the firm was 
closely paralleled from 1938 to 1942. The commission is the Kansas regulatory 
body which has authority over utilities, the oil and gas industry, and securities 
sales. 


Further down: 


Hardesty said that such records were not immediately available because some 
of the records had been 


I guess that must be— 
burned recently, less than a month ago. 


What is your comment about that ? 

Mr. Jones. Senator, I went to college with the ambition of becom- 
ing a certified public accountant. About 1928 I started tes ching at 
Kansas State College, and I enjoyed teaching very much. I enjoyed 
working with young people and I am proud of being a teacher. 

In 1931 I was successful—incidentally, 1 of 6 at that particular time 
—who took the CPA examination and passed the examination. 

From 1929 : have maintained an office until 1942, when I went into 
the Army. I did maintain an office to practice public accounting. 
Part of that time I was practicing alone, and part of the time I was 
practicing with partners. 








98 NOMINATION OF ARNOLD R. JONES 


During a major portion of the time, however, I was doing some- 
thing else than practicing accounting, teaching, or serving the State 
of Kansas. 

I practiced first as Stewart-Jones, in Manhattan, Kans. When I 
went to Topeka, in 1933, to conduct the audit on the bond scandal of 
which Senator Schoeppel spoke yesterday, I started practicing under 
the name of “A. R. Jones & Co.” 

In 1937, when Governor Huxman asked me to remain as State 
accountant and I declined, I went into the full-time practice of ac- 
counting. 

During a few months of 1937 Martin P. Jones was a partner of 
mine. In the fall of 1937 I was asked to go out to Washburn College 
to help with their financial affairs, and the accounting business was 
being taken care of by Mr. Martin Jones. Late that fall I was dis- 
satisfied with the way he took care of the work and told him that I 
wanted to dissolve the partnership, and it was dissolved according to 
a partnership agreement we had. 

I have here and I would like to put it in the record, if I may, 
Senator, the letter which I wrote to Mr. Brelsford and Mr. Gifford 
2 connection with being invited to join their firm. I did join their 

rm 

Senator Kerr. That is Brelsford & Gifford ? 

Mr. Jones. Yes, sir. 

Senator Keravuver. That is not the same firm as mentioned here. 

Senator Kerr. The letter will be put into the record. 

(The letter referred to follows :) 





A. R. Jones & Co., 
ACCOUNTANTS AND AUDITORS, 
Topeka, Kans., February 14, 19388. 
BRELSFORD & GIFFORD, 
Certified Public Accountants, 
Topeka, Kans. 


Srrs: This letter is to formally accept your invitation to become associated 
with you in the practice of public accounting. I shall recite here my under- 
standing of our verbal arrangements. I understand: 

1. That Mr. M. P. Jones is to be employed by your firm at a base salary of 
$115 per month plus bonuses based upon your regular plan of paying your staff. 
I further understand that his tenure of employment with you is to depend upon 
the demand for his services, and the satisfaction which his work with you meets, 
as well as his own desires to so continue. 

2. That clients of A. R. Jones & Co., insofar as it is within my power to 
direct, are to become regular clients of your firm. 

3. That any engagements directly creditable to me are to be charged with actual 
costs including $12 per day for each billable day of certified public accountants’ 
time, all in accordance with your cost system and that 50 percent of any resulting 
profit or loss will be transferred to my account with you, for such subsequent 
disposition as I may see fit. 

4. That adequate office space is to be available to me and that any equipment 
or library now owned by A. R. Jones & Co. or by myself are to remain the 
property of their present owners, but are to be made available to your firm 
without direct compensation for their use. 

5. That during my tenure of office as treasurer of Washburn College I am to 
be free to devote such time as may be available to the practice of public ac- 
counting with your firm, and that except as provided in item 3 of this letter 
my compensation is to be $10 per billable day for services in connection with 
work for clients of your firm, this rate to apply to tax work as well as commer- 
cial or municipal work. 

6. It is understood that my general relation to your firm is to be that of 
junior partner without power to bind your firm on engagements or otherwise 
without your approval. 
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7. That my connection with Washburn College cannot extend beyond June 30, 
1940, and that whenever that connection is severed, consideration will be 
given to including my name in the firm name and to a rearrangement of the 
sharing of profits and losses on a straight percentage basis. 

8. That the sharing of profits from work for new clients partially creditable 
to me will be mutually agreed upon in respect to each such client. 

9. That matters not covered by this letter will be equitably agreed upon as 
the occasion arises. 

10. That your acceptance of the terms of this letter, if they are in accord- 
ance with your desires, will constitute the working arrangement for our future 
relations until modified by our mutual consent. 

In submitting this letter it is fully realized that human relations must be 
based on tolerance, fairness, frankness, confidence, and mutual helpfulness. 
I am looking forward to a permanent, pleasant, and profitable association with 
you and realize that such ends can be attained only by years of hard work 
on a give-and-take basis. 

Yours very truly, 
A. R. JONEs. 

ARJ: PT. 

Senator Kerauver. Brelsford, Gifford and Jones? 

Mr. Jones. It became Brelsford, Gifford and Jones at a later date. 

Incidentally, this letter provides for Martin P. Jones being em- 
ployed by the firm, and he was so employed. 

The agreement under which we operated, the accounts of my client 
were kept separate, and I have a list of those clients here if it is of 
any interest to the committee. And after the charges for accountants’ 
time and expenses were charged to the account, I got half of the 
profit. 

Senator Kerr. Half of the profit from your clients ? 

Mr. Jones. From my clients; yes, sir. 

Senator Kerr. I believe the Senator’s question, Mr. Jones was 
addressed to whether or not, or indicated a desire for your comment 
on the question, as to whether or not, you participated in the profits 
the firm made from any of the clients that were under the regula- 
tion of the commission of which you were a member? 

Mr. Jones. I am sorry to take so much time, but I wanted to lead 
up to the fact that Mr. Caldwell implies in his articles that I became 
a member of the firm for the purpose of this question. 

Senator Kerauver. No, I don’t think he implies that. 

Mr. Jonxs. There is a statement in his articles to the effect that 
my membership in the firm of Brelsford, Gifford and Jones S approxi- 
nately coincides with my membership on the corporation commission. 
That is not correct. 

Senator Krravuver. This is what he says in that regard: 

The firm represented “a few clients” which came under regulations of the 
commission on which Jones served from 1939 to 1942. His membership in the 
firm was closely parallel from 1938 to 1942. 


Mr. Jones. That is correct; the implication being that I joined the 
firm for this purpose. 

Senator Keravuver. The implication is that you joined the firm a 
year before you went on the commission; that you were a member 
of the firm a year before you went on the commission. 

Mr. Jones. I will finish in just a moment, if I may. 

Senator Kerr. All right. 

Mr. Jones. I actually joined the firm on January 1, 1938, which 

was approximately a year and two months before I became a member 
of the commission. The arrangement spoken of in the letter which 
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I put in the record continued until 1941, at which time the firm was 
very insistent that I spend full time in public accounting, rather than 
devoting the major portion of my time to public service. Actually, 
I was anxious to do so; however, bases urged to continue on the com- 
mission and then entered into a contract with the firm which gave me 
approximately the same profit as I had been getting under the ar- 
rangement covered by the letter which is in the record. 

I would like to read the amounts which were credited to my 
account with the firm. In 1938, my share of the profits were $307.23. 

1939: $468.20. 
1940: $294.86. 
1941: $378.99. 
1942: $258.02. 
The answer to your question specifically, Senator, is: Yes, I did 
articipate in profits that came from the individual who were regu- 
ated by the corporation commission. I would point out, however, 
that the word “representation” is incorrect. We were a public ac- 
counting firm, and our principal practice was income-tax returns and 
audits. During the time that I was a member of the commission 
neither Mr. Hardesty nor Mr. Brelsford nor any of our employees 
appeared as a witness. That would have been the only appearance 
that might take place so far as our accounting firm was concerned 
if they did appear it would be as a witness, because they were not 
representing clients. 

Mr. Caldwell is wrong in saying that there is no conflict-of- 
interest law in Kansas. There is a law which provides that you shall 
not engage in an activity which is inconsistent with your responsibili- 
ties on the commission. My activities as a member of that firm, and 
my insignificant participation, did not represent an inconsistency. 

Senator Keravver. But you did get the stated fees received from 
companies represented by your firm which did have business before 
the commission while you were a member? 

Mr. Jones. No, sir. 

Senator Keravver. I thought you said you did. 

Mr. Jones. You said which represented clients before the commis- 
sion. They did not represent them before the commission. 

Senator Keravver. I said you did receive fees from companies 
which your company—which your firm represented 

Senator Kerr. He said his firm audited them. It didn’t represent 
them. 

Mr. Jones. That is right. 

Senator Gore. Served. 

Senator Kerauver. Anyway, you did receive fees from companies 
which your auditing firm did work for, which companies had some 
business before the commission even though your firm did not repre- 
sent them in the matters before the commission. Is that correct? 

Mr. Jones. I participated in profits of the firm and some of those 
profits were the result of fees collected from companies that were 
subject to regulation by the commission. But not because my firm 
represented them before the commission. 

Senator Keravuver. Quoting another paragraph from this article, 
and I am just going by this— 





Hardesty said he assumed Jones’ share of the accounting firm’s profit was 10 
percent, like his own. The other two members of the firm at that time are now 
dead. 
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Mr. Jones. I have just asked to put a copy of the contract into the 
record which recites 

Senator Kerr. The contract will not become a part of the record. 
Senator Gore wants to look them over. However, the contract will be 
retained in the file for use by the committee. 

Senator Kerauver. There is a specific case here which is not clear 
inmy mind. But I think while we are at it we might read it. Quot- 
ing from the article: 





Hardesty was asked by this reporter if Junction City Telephone Co. and 
Central Kansas Telephone Co. were among the Brelsford, Gifford and Jones 
clients regulated by Jones. He said they were. He said he was sure the firm had 
very few clients appearing before the commission while Jones was on it. 

Were these companies clients of Brelsford, Gifford, and Jones, and 
did you share in the profits received from doing audit work for them? 

Mr. Jones. If the profit involved was before “1941, I did not. 

Senator Kerauver. It doesn’t say here when it was. At any time 
when you were a—— 

Mr. Jones. Work done in 1941 and 1942 I would have shared to the 
extent approximately of this contract, which is approximately 14% 
percent of the profit, not of the fee. 

I believe the figure in the contract is 1.42. 

Senator Kerr. Were the amounts which you gave there for the 
several years the total amount of income you received from the ac- 
counting firm for those years? 

Mr. JONES. No, sir. 

Senator Kerr. Or is that the total amount of the profit from certain 
accounts / 

Mr. Jones. The figures I read is the portion that was involved 
as a sharing of the profit. I have the figures here which are representa- 
tive of the amount of time I put in. I would be glad to put them in 
the record. May I? 

Senator Kerr. Do you mean by that for what time you worked as an 
accountant carrying out assignments given the firm, you got a per 
diem for those days ? 

Mr. Jones. That is right; $12 per day, I believe on an hourly basis. 

Senator Kerr. Then in addition to that you received the participa- 
tion in the profit in the amounts that you stated awhile ago ¢ ? 

Mr. Jones. During the year 1942, the percentage that is shown in 
the contract covers both the time and the profit. 

Senator Kerr. What figures are those ? 

Mr. Jones. $258.02 was the figure for 1942. 

Senator Kerr. Did that represent the entire amount you collected 
from the firm that year ? 

Mr. Jones. Yes, sir. 

Senator Kerr. Both for per diem and profits ? 

Mr. Jones. Yes, sir. 

Senator Kerr. And for 1941? 

Mr. Jones. For 1941 the total figure is $906.19. The time portion of 
that is $527.20, and $378.99 is the profit portion. 

Senator Kerr. What other year were you on the commission ? 

Mr. Jones. I was on the commission in 1939 and 1940. 

Senator Kerr. But you were not a member of this firm during 1939 
and 1940? 
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Mr. Jones. Yes; but during those years I shared only in the profit 
from my own clients, none of whom were 1 regulated by the commission. 

Senator Kerr. But for 1940 and 1941 the total amount of money you 
received from the firm was the amounts you have stated, and for 1941 
it covered both per diem and fees, and for 1942—was there any per diem 
in that ? 

Mr. Jones. There was no per diem in 1942. I was very heavily en- 
gaged in an American Telephone & Telegraph—Southwestern Bell 
Telephone case, which incidentaly we denied on the application for 
increase in rates, and I put in very little time. Not enough to charge. 

Senator Kerr. All right. 

Senator Keravver. The question is, Mr. Jones, dur ing the time that 
you were a member of the commission, did you do any auditing work 
or any part of this money that you have spoken of, was it rec eived from 
the Junction City Telephone Co. or the Central Kansas Telephone Co. ? 

Mr. Jones. I did not do any work for either of those companies; no, 
sir. 

Senator Keravuver. Was any part of this money from fees received 
by your firm ? 

Mr. Jones. If there was any profit involved in the work that the firm 
did for them, it would have been reflected in their total profit. 

Senator Kerauver. Of which you shared ? 

Mr. Jones. I shared approximately one-and-a-half percent; yes, 
sir. 

Senator Kreravuver. How about expense accounts? Did you get an 
expense account while you were working ? 

Mr. Jones. I had no expense account during the time that I was 
working there except as it might be charged to the client’s account. I 
have here the ledger sheets from the firm, my account. I can give 
you all of the expenses for which I was reimbursed during the period 
of time that I was with the firm, approximately 5 years, and that 
amounted to $79.68. 

Senator Kerauver. Were any of those expenses from these two 
telephone companies ? 

Mr. Jones. No, sir. 

Senator Kerauver. What does Mr. Hardesty mean here, if this is 
correctly reported, that he assumes that your share of the accounting 
firm’s profit was 10 percent, like his own? Did you get 10 percent ? 

Mr. Jones. No, sir. 

Senator Kerauver. Were there just three members of the firm and 

was his only 10 percent ? 

Mr. Jones. There were four members of the firm, and it is shown in 
the contract what the percentages are. 

Senator Keravuver. What was your percentage ? 

Mr. Jones. 1.42. 

Senator Krerauver. I mean what does your contract provide that 
you would get ? 

Senator Kerr. He said that is what the contract provided. 

Senator Kerauver. I didn’t understand that. 

Senator Gorr. While the Senator is examining that contract, would 
he yield so that I might ask a few questions with respect to the letter ? 

Senator Keravuver. You mean the letter to the Bureau of the Bud- 
get? 

Senator Gort. No; the letter of agreement. 
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Senator Kerauver. Yes, indeed. 

Senator Gore. Mr. Jones, in your letter which you have filed for 
the record, addressed to Brelsford and Gifford, under date of February 
14, 1938, which purports to be a letter of agreement, stipulated partner- 
ship agreement, I find there are 10 stipulations. I am particularly in- 
terested in inquiring with respect to the second, third and eighth. 

The second stipulation reads as follows: 

That clients of A. R. Jones & Co., insofar as it is within my power to direct, 
are to become regular clients of your firm. 

The third stipulation : 


That any engagements directly creditable to me are to be charged with actual 
costs including $12 per day for each billable day of certified public accountant’s 
time all in accordance with your cost system and that 50 percent of any result- 
ing profit or loss will be transferred to my account with you, for such subsequent 
disposition as I may see fit. 


Then the eighth stiplation: 


That the sharing of profits from work for new clients partially creditable to 
me will be mutually agreed upon in respect to each such client. 

My attention is particularly impelled to the emphasis upon new 
clients, and that 50 percent of the resultant profit from any new client, 
new engagement, “directly creditable” to you, 50 percent of those pro- 
fits would be yours, and that any new client or profit from work for 
new clients “partially creditable to me will be mutually agreed upon 
in respect to each such client.” 

Senator Kerr. Wasthe 50 percent as to new clients ? 

Senator Gorr. I will read it agin: 

That any engagements directly creditable tome * * *. 


Senator Kerr. As you read it awhile ago, I thought—— 

Senator Gore. The eighth one says 

Senator Kerr. I understand. I am talking about the 50 percent. 

Senator Gore. It says “any engagements”—not new clients—“di- 
rectly creditable tome * * *.” 

Senator Kerr. The second one says: “That clients of A. R. Jones 
& Co., insofar as it is within my power to direct, are to become regular 
clients of your firm.” I presume the witness can tell us whether or not 
there is a connection between the third paragraph and the second one 
with reference to the 50 percent on the clients that he brought. I don’t 
know. 

Senator Gore. Will you explain what is meant by these stipu- 
lations ? 

Mr. Jones. Yes, sir. The 50 percent understanding was a division 
of the profits after charging accountants’ time and expenses to the 
jobs, and I did participate 50 percent in the clients that I brought with 
me, as well as any new clients that were directly attributable to me. 

Senator Gore. Then my interpretation of “engagements directly 
attributable” to you was a correct one? 

Mr. Jones. Yes, sir. 

Senator Gore. Go ahead. 

Mr. Jonzs. I have a list here of the clients which resulted in the 
profit figure of $294.86 which I read to you, some of whom were 
acquired after I had associated myself with the firm. 

Senator Gore. Are any of these clients or new engagements firms 
or persons who had matters pending before or who were interested 
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in matters pending before the Commission of which you were a 
member ? 

Mr. Jonxs. No, sir. 

Senator Gorr. Were any clients added to the business of the firm 
during your tenure as a member of the commission who had matters 
pending before the commission ¢ 

Mr. Jones. May I have the question again, please? 

(The sone was read by the reporter. ) 

Mr. Jones. I am not familiar with all of the clients of the firm. 
To the best om my knowledge, the answer to that is “No.” 

Senator Gore. In this letter of agreement the stipulation for the 
sharing of profits is considerably different from the 1 percent plus 
in the agreement which you have filed with the committee. Will you 
explain the difference ? 

Mr. Jones. Yes, sir. The percentage of 1.42 would give me ap- 
proximately the same profit that I had been receiving on the 50 
percent basis, because my business was such a small portion of the 
total business. 

Senator Gorr. Was this agreement subsequent to the letter? 

Mr. Jones. Oh, yes. The one that the Senator has. In fact there 
were a series of agreements. 

Senator Gore. The ninth stipulation says: 

Matters not covered by this letter will be equitably agreed upon as the 
occasion arises. 

Were there any fees, any profits from fees or business from which 
you derived more than 50 percent profit ? 

Mr. Jones. No, sir. 

Senator Kerr. The total profit and per diem for 1941 and 1942, 
and 1938 and 1939, was as you gave it ? 

Mr. Jones. Yes, sir. 

Senator Corron. May I ask one question ? 

Senator Gore. Let me ask just one more. 

I believe you said there were a series of agreements, partnership 
agreements ¢ 

Mr. Jones. They are referred to in the preface of the document that 
I filed with the committee. 

Senator Gore. What do you mean “referred to”? Are they in- 
cluded in the record ? 

Mr. Jones. The terms are not. I have the terms here. 

Senator Gore. Would you supply those terms to the committee? 

Mr. Jonzs. I would be glad to. I hate to give up the original. 

Senator Gorr. The original will be cared for by the committee. 

Senator Kerr. I would prefer that he furnis sh us with photostatic 
copies. 

Mr. Jones. I will be glad to supply photostatic copies of all of them. 

Senator Kerr. If the Senator would be satisfied with that. 

Senator Gore. I would be satisfied. I would not like to put Mr. 
Jones to great expense, if he has a large stack of them. I think per- 
haps the purpose could be served by examination of the instruments 
by the staff, and any pertinent information could be photostated by 
the committee at the expense of the committee. 

Senator Kerr. I think that would be very well if that would be 
satisfactory to the witness. I don’t like to assume responsibility for 
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original documents of which the witness would have no remaining 
copy. 

Senator Keravver. Apparently this is from a duplicating machine, 
Mr. Jones. 

Mr. Jones. That’s right. I can supply them if you would like. I 
can give you a very short statement. The only differences 

Senator Gore. if you are willing to suppl them, it is perfectly 
satisfactory to me. It was only out. of peso ‘ation for you that I 
made my suggestion. 

Senator Kerr. The Senator would like copies of the contracts one 
way or another. 

Mr. Jones. I will supply them. For the record let me say that it 
will be a contract entered into on the 

Senator Kerr. Just a moment. They will not be printed in the 
record, but kept in the file with the record. 

Mr. Jones. Entered into on June 16, 1941, covering the year 1941. 

Another entered into on July 10, 1942; and one already in the record 
is January 2, 1942. 

The reason for these series of contracts, Mr. Hardesty became a 
partner when the 1941 contract was entered into. Mr. Renker be- 
came a partner in January 1942 when the contract was entered into. 
And he went to the Army in July, which brought about the contract 
of July 10, 1942. The only variation was in the percentage of par- 
ticipation. 

Senator Corron. I want to make sure I understood one of your 
answers to Senator Gore. Do I understand correctly that during the 
time that you were a member of the Public Utility ‘Commission, and 
an accounting firm, that you said that to the best of your knowledge 
no new clients were received by that firm who were under the regula- 
tion or had matters pending before that Commission, although you 
were not familiar with all the new clients that firm acquired ? 

Mr. Jones. That is right, sir. 

Senator Corron. There is no question, and you do positively state 
that no new client was received by that firm which that firm deter- 
mined to be attributable to you and from whose fees you shared any 
monetary return ¢ 

Mr. Jones. No client was attributed to me, Senator. However, in 
the last year and a half, rather than just sharing on my clients, I 
shared in the total profits. Therefore, if there was any contribution 
to the total profits, I would have to answer that a very minimal con- 
tribution would be made to my share. 

Senator Corron. And during that last year and a half—we have 
already put it in the record but I would like to have it again—how 
much was your share of the profits. 

Mr. Jones. My share of the profits was $378.99, for 1941, and at- 
tributable for time put in was $527.20, or a total of $906.19. 

During the year 1942 the total was $258.02, and there was no credit 
for time. 

Senator Corron. Thank you. 

Senator Kreravver. Mr. Jones, it appears here, as you have stated, 
that there were several partnership contracts. The first was cited in 
this. You have given mea copy of the contract dated January 2, 1942. 

Mr. Jones. That’s right. 
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Senator Kerauver. In that contract is recited: 


Whereas on or about January 1, 1948, Arnold R. Jones became associated with 
said Joseph K. Brelsford and Harley W. Gifford * * * 
and then apparently there were several changes in the partnership, 
so that new contracts were drawn up; is that correct? 

Mr. Jonzs. That is correct. 

Senator Kerauver. When there was a change in partnership, was 
there a distribution made to the surviving partners of the business? 

Mr. Jones. No, sir. 

Senator Kerauver. How would that be handled? What would be 
done with any amount that was on hand at that time? 

Mr. Jones. If you will notice the contract provides for continuity 
so far as records are concerned, with any reference for withdrawal 
arrangements to the amounts the several partners participated in 
the prior contracts. So actually it was a matter of continuity, as 
partners were added, or partners withdrew. 

Senator Kreravuver. But when this 1939 contract came into effect, 
did the firm have an amount of money on hand at that time? And 
if so, was that distributed among the partners? 

Mr. Jones. Undoubtedly the partnership had a bank account, but 
that had nothing to do with what I was entitled to. 

Senator Kerr. Do you mean 1959 or 1942, Senator ¢ 

Senator Keravuver. Between 1939 and 1942 there seems to have been 
several different partnerships or arrangements or agreements by virtue 
of somebody dropping out and somebody else coming in. I just won- 
dered if when somebody dropped out and some other man came into 
the partnership, at which time a new agreement would apparently be 
drawn up, if there would not be a distribution of the surplus on hand 
to the old partners as of that time. 

Mr. Jones. Their accounts would carry forward in general to the 
new partnership, and if the partner withdrew he would be entitled to 
withteas what the contract provides for. 

Senator Kerauver. When did you finally withdraw the partner- 
ship ? 

Mr. Jones. I wrote the letter of withdrawal on the 12th day of 
August 1942, which is the date that I got my orders to report to Camp 
Tyson, Tenn. 

Senator Kerauver. And you reported to Camp Tyson, Tenn., at that 
time ? 

Mr. Jones. Yes, sir. 

Senator Krerauver. That is a good camp. When you withdrew on 
August 12, 1942, what did you receive ? 

Mr. Jones. The amount I received was calculated according to the 
contract, which was a third of 3 years’ profits for the completed years 
that we have been discussing. 

Senator Kerauver. Your contract, on page 2, and I will read this 
part: 

Should any party hereto wish to withdraw he hereby agrees that he will give 
due and reasonable notice, not less than 3 months, and shall accept in full liqui- 
dation of his interest his net equity as shown by the firm’s accounting records 
and reports at the close of the month in which withdrawal occurs, plus an 
amount equal to one-third of his share of the total profits for the 3 full years or 


any part thereof greater than 1 year prior to the year in which the withdrawal 
occurs and for the purpose of this provision profit (not salary) accrued (profit 
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to be ascertained without salary deduction) under predecessor firms or asso- 
ciations as described in the preface * * * 
And so forth. 

So what did you receive when you withdrew ? 

Mr. Jones. $455.68. And on that same day there was charged to 
my account $460.00 for some J. C. Co. stock which Mr. Brelsford had 
been interested in. The J. C. Co. was a soft drink company, a stock 
which did not pay any dividends, and the net result of my withdrawal 
on that day was a charge to my account of $4.32 

Senator Kerr. Do you mean that much of a loss? 

Mr. Jones. That’s right, sir. 

Senator Kerr. Between what you received as your liquidation share 
of the accounting profit and the amount you paid as your share of 
an investment loss ? 

Mr. Jones. That’s right. 

Senator Kerauver. You received four-hundred-sixty-odd dollars? 

Mr. Jonrgs. $455.68. 

Senator Krravver. Did that represent general money of the firm, 
some part of which may have been paid ‘for accounting work done 
for companies which also had matters before the utility commission ? 

Mr. Jones. The amount was credited to my account and I withdrew 
it over a period of several months, along with the credit I already 
had. It would be impossible for me to trace the source of the cash. 

Senator Krrauver. Is that the total amount you got when you 
wound up your business with the firm ? 

Mr. Jones. That is the total amount that was credited to my 
account on that day. 

Senator Kerauver. What is the total amount that you got at any 
time after you wound up your business with the firm? 

Mr. Jones. The total amount, including my investment in the firm, 
which I believe was $1,512 capital ac count, which was also with- 
drawn, amounted to $2,525.32, having accumulated over a period of 
5 years. 

Senator Krrauver. What is that? When did you get that two- 
thousand-some-odd dollars ? 

Mr. Jones. That is the balance in my account, sir. It is as of the 
date I withdrew. 

Senator Krrauver. I thought you just said you got four-hundred- 
and-fifty-odd dollars when you withdrew ? 

Mr. Jones. Senator, I said that was the amount credited to my 
account by virtue of the 3-year average profits. 

Senator Kerauver. But you got $9,000 plus in addition to that? 

Mr. Jones. No, sir. 

Senator Kerauver. What was the $2,000 plus? 

Mr. Jones. That was the total amount which stood to my credit 
after I had been credited with the $455.68, and before the charge of 
$460 for the stock that I mentioned. 

Senator Kerauver. Did you get that on the same date that you 
withdrew ? 

Mr. Jones. It was paid to me over a period of time. I withdrew 
a part of it on the 13th of August—$250 on that day. I withdrew 
$773.94 on the 15th of August, | as I was getting ready to go to the 
Army, and I kept certain furniture which was charged to me, $41.38, 
and the stock I mentioned of $460, which left a ‘thousand dollars 
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which I drew on the basis of $100 a month for the 10 following months, 
in order to support my family while I was in the Army. 

Senator Kerauver. Mr. Jones, do you still insist that there was no 
violation of conflict of interest, in view of your admission that part of 
the dividends or money, or whatever you call it, came from companies 
or auditor work that also had matters before the commission 

Mr. Jongs. Yes, sir; I doso insist. 

Senator Keravver. How can you insist? What are the grounds of 
your insistence ? 

Mr. Jones. Because the work that was done for these clients had 
nothing to do with their regulation at the commission. 

Senator Kerauver. You were doing auditing work for them that 
they were paying you and your firm for, and they also had matters 
before the commission. Do you not feel that, as an auditor client of 
yours, that you were interested in their welfare ? 

Mr. Jones. So far as the auditing was concerned we were concerned 
with determining the facts with relation to their business, yes, sir, that 
iscorrect. That had nothing to do with the commission’s regulaticn. 

Senator Kerauver. You were glad to have the clients and you wanted 
to please your clients, didn’t you? 

Mr. Jones. I did not work on their accounts. 

Senator Krravver. But you shared in the profits / 

Senator Kerr. Is it possible, Mr. Jones, that every client you had was 
a customer of some of the companies you regulated ¢ ; 

Mr. Jones. I don’t quite follow you, Sen: ator. 

Senator Kerr. These companies that you participated in the regu- 
lating of were utility companies 4 

Mr. Jones. Yes, sir. 

Senator Kerr. Serving what? Tele ‘phone service ? 

Mr. Jones. The only two that I know of, Senator—— 

Senator Kerr. I am not talking about the utilities that your firm 
did auditing work for. I am talking about the general population 
from which you drew your entire clientele. 

Mr. Jones. They were a very minor portion of our business. 

Senator Kerr. I understand. But is it not likely that every 
customer you had was a purchaser of utility service from some of the 
utilities that you regulated ? 

Mr. Jones. I am sure that every customer, every client we had in 
Kansas, did use some utility service; that is right. 

Senator Kerr. And you regulated all of them ? 

Mr. Jones. That’s right. 

Senator Kerr. So that, if the Senator wanted to carry his applica- 
tion to the ultimate limit, in view of the fact that if you were auditing 
a bank’s books, which I don’t suppose you did—they had their own— 
if they wanted an independent auditor, your company would be avail- 
able to make it ? 

Mr. Jones. That’s right. 

Senator Kerr. They were customers of the electric utility that you 
regulated; they were customers of the telephone company utility you 

regulated, I presume, weren’t they ? 

Mr. Jones. Iam sure they were. 

Senator Kerr. And had an interest in what rate they paid for 
electric service and telephone service ? 
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Mr. Jones. There would be that interest; yes, sir. 

Senator Kerr. And to that extent, if we carried it far enough, 
might we not find a conflict of interest there, in view of the fact that 
they had paid the rate you fixed, and your firm was auditing their 
books? Would you have been influenced in the rate you fixed by 
the fact that they were going to have to pay it, and at the same 
time they were auditing customers of your firm? 

Mr. Jones. Indeed I would not be influenced by that. I would 
point out in that connection that I had only 1 vote of 3, and that 
by far the majority, 99.9 percent of the decisions, were unanimous. 

Senator Kerauver. I think how the case is decided is beside the 
point. But in the hypothetical case that Senator Kerr asked you 
about, the bank is not a corporation regulated by the utility com- 
mission, was it? 

Mr. Jones. Not directly. 

Senator Krrauver. But the Central Kansas Telephone Co. was? 

Mr. Jones. Yes, sir. 

Senator Krerauver. And that was one of the clients of vour firm ? 

Mr. Jones. That’s right. 

Senator Kerauver. So receiving money from the Central Kansas 
Telephone Co., even though it may be fixing up their income taxes 
or some pure auditing work, your firm would have an interest in 
the company, would it not? 

Mr. Jones. No; we would not have an interest in the company. 

Senator Keravuver. You would have an interest in it as a chent? 

Mr. Jones. Obviously we would be anxious that our clients be 
successful; yes, sir. 

Senator Krrauver. And that same company came before you as 
a member of the Kansas Utility Commission ¢ 

Mr. Jones. That particular company did come before us and the 
determination, as Mr. Caldwell points out, was adverse to that par- 
ticular company—the Central Kansas Telephone Co. 

Senator Krravuver. It says here that when the decision was reversed 
and then it went to the courts, there is an inference that it came 
back to the commission and, to quote Mr. Shank: 

The new rules laid down were the roughest on the rural electric systems 
of any in the country. 

Was not the Junction City Telephone Co. a utility that you 
regulated ? 

Mr. Jones. Yes, sir, and so far as I know they did not appear before 
the commisison at any time while I was a member. 

Senator Kerauver. Were they not also a client of your firm? 

Mr. Jones. Yes, sir. 

Senator Krerauver. How many of these people were clients of your 
firm, Mr. Jones? 

Mr. Jones. I know of only those two. 

Senator Kerauver. Have you gone over the list? 

Mr. Jones. I do not have a list. 

Senator Kerauver. How about railroads, streetcar companies? 

Mr. Jones. We did not make audits of railroad companies. We 
were a relatively small firm, and we did not make audits of railroads 
or such companies as these, the large companies. 
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Senator Kerauver. How many cases did the Kansas Telephone 
Co. have before the commission ? 

Mr. Jones. Central Kansas? 

Senator Keravuver. Central Kansas. 

Mr. Jones. I recall only one. 

Senator Krravuver. ‘This contract provides, Mr. Jones, on page 

Senator Corron. M: ay I interrupt with one question ? 

Senator Keravuver. Yes. 

Senator Corron. Could you put into the record, could you answer 
me so that it will appear at one point in the record, at this point, 
the number of years and months that you were connected with this 
auditing firm, the firm of accountants, and the total of all the com- 
pensation you received over all that period, and what amount of it 
was compensation, and what amount was expenses / 

Senator Gore. Including the final distribution. 

Mr. Joners. I first became associated with the firm of Brelsford 
& Gifford ; & Jones—as of January 1, 1938. 
I withdrew from that firm on the 17th of August 1942. 

Senator Corron. That is about 4 years? 

Mr. Jones. Five. During that time, by virtue of that association, 
there was credited to my account a total ‘of $2,586.22. 

Senator Corron. Over 5 years? 

Mr. Jonrs. Yes, sir. Plus $79.68, reimbursement for expense. 

Senator Corron. And the first of that 5 years, as I understand, 
the first of the 5 years that you were associated with that firm, you 
were not a member of the wis commission ? 

Mr. Jones. That’s right. I did not become a member of the utility 
commission until the 21st day of February 1939. 

Senator Corron. Would it be possible to separate the compensation 
you received over the period of time that you were a member of both 
organizations, both the accounting firm and the utility commission ? 

Mr. Jones. The salary as a utility commission 

Senator Corron. I don’t mean the salary. What portion of this 
two-thousand-some-odd dollars, which is the total that you ever 
received for accounting in that firm, what portion of that was during 
the time that you were also a member of the utility commission ? 
Four-fifths of it ? 

Mr. Jones. Approximately four-fifths of it. 

Senator Corron. At some time you put some capital into this 
accounting firm, is that right ? 

Mr. Jones. That’s right, but that is not included in this figure. 

Senator Corron. Your investment, either when you put it in or 
took it out, is not included ? 

Mr. Jones. That’s right. 

Senator Corron. What was that? 

Mr. Jones. The investment I put in to begin with was only a 
hundred dollars. There was in the neighborhood of an additional 
$100 that I put in as I collected from clients that I had before I 
associated with the firm. And the remainder of the capital con- 
tribution was a matter of leaving my share in the partnership. 

Senator Corron. By leaving your share it accumulated interest? 

Mr. Jones. No; it didn’t accumulate interest. As the contract pro- 
vides, I believe that my capital account, according to that contract, is 
to be $1,512. That was accumulated from the $200 conributions I 














e J 





ae 


Fi 


NOMINATION OF ARNOLD R. JONES 111 


speak of, plus leaving my share in the business. I did not depend 
on this business for my living. I lived on a salary. 

Senator Corron. Quite obviously. 

Senator Kerr. I want to see if I understand that. 

Senator Corron. To be sure I understand: You put in a couple 
of hundred dollars out of your pocket ? 

Mr. Jones. Right. 

Senator Corron. You took out some $1,500 as capital, as part of your 
capital ? 

Senator Kerr. As I understand, these amounts that he gave us for 
year by year profits were permitted to stay in the firm? 

Mr. Jones. That’s right, I did not draw them out. 

Senator Kerr. And that i is where the $1,500 came from ? 

Mr. Jones. That’s right. 

Senator Corron. That $1,500 then, at least $1,300 of it, is a part 
of the two-thousand-some-odd dollars ? 

Mr. Jonzs. Yes. 

Senator Kerr. That $1,500 was not in addition to those yearly 
figures he received, but consisted of them. 

Senator Corron. So that—what was that figure? 

Mr. Jongs. $2,586.22. 

Senator Corron. That is all you took out of that accounting firm, 
either for compensation or capital investment or anything else, except 
for $79 expenses ? 

Mr. Jones. The additional figure to that is the net loss of $4.32 
that I spoke of, the difference between my separation 

Senator Corron. That is approximately all you even took, over 
a period of 5 years? 

Mr. Jonss. That’s right. 

Senator Corron. Thank you. 

Senator Krrauver. Mr. Jones, you were speaking of the J. C. Co. 
stock, some bottling company. Did you keep that? 

Mr. Jones. Yes. 

Se nator Keravuver. Do you still have it? 

Mr. Jones. No, sir. It was liquidated and I believe that we got 
about $60 out of it. We never got any dividend. 

Senator Krrauver. Do you own any other stocks? 

Mr. Jonns. Yes, sir; I do. 

Senator Kerauver. Would you mind telling what they are, what 
they were, the amounts you own? 

Mr. Jones. I own just one share of stock, Senator, and here it is. 
[ Handing. | 

Senator Krravuver. Just tell me what it is. I don’t want to see it. 

Union Electric Association. You got that February 1, 1954. Is 
that the only stock you own ? 

Mr. Jones. That isthe only stock I own. 

Senator Corton. T hey do not buy energy from TVA ? 

Mr. Jones. I wish they did. 

Senator Kerr. In view of the conflict of interest, it couldn’t. 

Senator Keravver. This article speaks of the East Kansas Gas Co. 
Do you know of that company ? 

Mr. Jones. East Kansas Gas Co. ? 

Senator Kerauver. Yes. Mr. Fees. 
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Mr. Jones. I know Mr. Fees. If that is his company I have some 
knowledge of it. 

Senator Kerauver. It says here that he was one of the clients of 
the firm. 

Mr. Jonrs. Mr. Fees was never a client of the firm, to my knowledge, 
during the time that I was associated with it. 

Senator Keravver. Could he have been a client without your know- 
ing of it? 

{r. Jones. It is conceivable but not likely. 

Senator Keravuver. I think it quotes Mr. Fees here. 

Mr. Jones. It quotes Mr. Fees as becoming a client of the firm in 
1943, which is while I was in the Army. 

Senator Kerauver. Mr. Hardesty was asked by telephone, and so 
forth, and he said he was sure that the firm had very few clients ap- 
pearing before the commission while Jones was on it. He also said 
that Walter Fees— 


Iola, Kans., multimillionaire oil and gas man and Republican leader, was a 
client while Jones was on the commission and a firm member. 

Do you think that is not correct ? 

Mr. Jonxs. It is not correct to my knowledge. So far as my mem- 
ory is concerned, Mr. Fees was not a client of the firm while I was 
there. 

Senator Kerr. While you were a member of the firm? 

Mr. Jones. While I was a member of the firm, that is right. 

Senator Kerauver. This contract, there is some provision here on 
page 5, which says: 

Each party shall devote substantially his entire time to the business of the 
partnership except A. R. Jones and the several parties should be entitled to 
draw in anticipation of the distribution of profits the following amounts 
as of the last day of each month: The party of the first part, $250; party of 
the second part, $250; party of the third part, nothing 

Mr. Jones. That was me. 

Senator Keravuver. “Party of the fourth part, $175; party of the 
fifth part, $175.” You were the party of the third part? 

Mr. Jones. That’s right. 

Senator Gore. Might I ask one question ? 

In this letter of agreement it is stipulated that M. P. Jones would 
draw a monthly s salary of $115. Would you identify M. P. Jones? 

Mr. Jones. M. P. Seas was Monty P. Jones, who was associated 
with me in the firm of A. R. Jones & Co. from early 1937 to the end 

of 1937. 

Senator Gore. No relative of yours? 

Mr. Jones. No relative of mine. 

Senator Keravuver. Mr. Chairman, I have a few other questions on 
another subject to ask Mr. Jones. May I continue? It won’t take 
long, I don’t think. 

Senator Kerr. I told the Senator he can ask this witness any ques- 
tions he wanted to. 

Senator Krravuver. Mr. Jones, I have heard your testimony, or 
a part of it, with reference to the letter that you signed as Acting Direc- 
tor of the Bureau of the Budget, in which you said that you signed it 
in your official capacity as Acting Director. Is that what you said? 

en Jones. I don’t recall the exact testimony, Senator, but I did 

gn the letter as Acting Director of the Bureau of the Budget. 
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Senator Krrauver. You said also, I believe, that you thought that 
represented the policy of your Budget as of that time, the position of 
the Bureau of the Budget. 

Mr. Jones. It did represent the position of the Bureau of the Budg- 
et and its suggestions as to how the legislation might be brought into 
accord with the administration’s position. 

Senator Kerauver. Who was it you said prepared the letter that 
you signed ¢ 

Mr. Jonrs. Don Horton prepared the letter. 

Senator Kerauver. Did he prepare all of the letter or did you pre- 
pare part of it? 

Mr. Jones. He prepared all of it. 

Senator Keravuver. It wasthen brought to you? 

Mr. Jones. It was then cleared by Carl Schw artz, Bob Merriam, 
Sam Hughes, and Roger Jones. Roger Jones is responsible for legisla- 
tive clearnce in the Bureau. 

Senator Kerauver. He is no relative of yours? 

Mr. Jones. No,sir. 

Senator Krravuver. Mr. Jones, did you protest the letter or take 
exception to it? 

Mr. Jones. No,sir. 

Senator Keravuver. If you didn’t believe in the letter, why didn’t 
you put up an argument about it? 

Mr. Jones. The letter was brought to me late on the evening of the 
29th. I did discuss it with those who had prepared it. They assured 
me that it represented the position of the administration as had been 
expressed previously, particularly in a letter of the 11th of April, 
which went to the comparable committee of the House, and indicated 
T this committee was anxious for a reply. 

I did examine it, particularly to the principles involved, and signed 
it. 

Senator Keravuver. If you didn’t believe in it, why didn’t you make 
a point that you couldn’t conscientiously sign it ? 

Mr. Jones. It wasn’t a question of believi ing init. It was a matter 
of transmitting to this committee in response to a request by this 
committee what the Administration position was, and this letter does 
represent that position so far as principles are concerned. Certainly 
as to detail there might be some variables. 

Senator Krrauver. In the judiciary, in the legal profession, judges 
who feel that they have a feeling adverse to the position they might 
have to take on a case very often excuse themselves. In other words, 
they refuse to sit. Why didn’t you tell your associates this doesn’t 
represent your views; somebody else will have to sign the letter? 

Mr. Jones. This was an administrative thing of communicating 
to this committee what the Administration views were. It wasn’t 
communicating my views. 

Senator Kerauver. There were plenty of other people around who 
could have signed the letter if you had felt it wasn’t in keeping with 
your feelings. 

Mr. Jonrs. Had Mr. Brundage been there, he would have signed 
it. I was the Acting Director, and most of the letters that come up 
are signed by the Director. A lot of them are signed by others, I 
agree. 

Senator Kerauver. Very frequently you see letters signed by as- 
sistants or somebody else, coming from the Bureau of the Budget. 
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If you didn’t believe in this letter, why didn’t you let somebody else 
sign it, other than yourself ? 

Mr. Jones. Senator, I am not even sure the other folks were there. 
Sam Hughes brought this to me late in the evening of the 29th. 

Senator Keravuver. Did you make inquiry as to whether or not some- 
body else was there who could sign the letter ? 

Mr. Jones. No, I didn’t. It was my responsibility to sign the mail 
in Mr. Brundage’s absence. 

Senator Kerauver. The thing is, what I am worried about, if this 
didn’t represent your views and you went and signed it when other 
people could have signed it, you must not have taken very much ex- 
ception to what was in the letter as a matter of principle. 

Mr. Jones. I did not take exception as a matter of principle and 
I do not take exception as of this moment as a matter of principle. 
The fact of the matter is that the report of this committee accepts 
as a matter of principle the thoughts that are in this letter. 

Senator Krravver. Do you mean that you now think that as a matter 
of principle the letter was all right ? 

Mr. Jones. Yes, sir. 

Senator Keravver. I thought you didn’t agree with the letter ? 

Mr. Jones. I do not agree with the particulars of the letter involved. 
But from the standpoint of congressional control, I do agree. From 
the standpoint of orderly liquidation of the investment, I do agree. 
From the standpoint of a limit on total bonds outstanding, not the 
figure in the letter necessarily, I do agree. From the standpoint of 
paying interest on the appropriated investment, I do agree. 

enator Kerauver. Mr. Jones, you said that you prefer the Kerr 
bill over the Bureau of the Budget proposal. Suppose President 
Eisenhower asks for the Bureau of the Budget bill as against the 
Kerr bill or a similar bill. Which side are you going to take in the 
controversy ? 

Mr. JonkEs. You are speaking of a subsequent legislative session ? 

Senator Kerauver. I am talking about if you become a Director of 
TVA and the President calls for—assume the President calls for the 
Bureau of the Budget proposal here. You say the Kerr bill is better. 
The President demands one. Which side are you going to take on the 
matter ? 

Mr. Jonzs. I testified yesterday, I believe, Senator, that so far as 
my relationship with the President is concerned, that I had great re- 
spect and appreciation of the fact that he had nominated me. Any- 
thing that he asks me to do, I will do, so long as it is not irreconcilable 
with my responsibilities of the TVA. If the time ever comes that those 
two cannot be reconciled, then I will resign. 

I did testify yesterday that from the standpoint of managing TVA, 
I would prefer the flexibility provided by the Kerr bill. 

Senator Kreravver. This bill hasn’t passed the House of Representa- 
tives yet. Suppose the President opposes the Kerr bill, as it passed 
the Senate, and demands the Bureau of the Budget bill. When you 
become a Director of TVA, what position are you going to take? 

Mr. Jones. The position that I am going to take where, Senator? 

Senator Kerauver. Suppose you are confirmed as a member of the 
TVA, and it comes up in the House of Representatives next year with 
the Kerr bill as it passed the Senate, and the President however de- 
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mands the Bureau of the Budget bill, such as is presented in your 
letter. Who are you going to side with? 

Mr. Jones. I don’t think it is that black and white, Senator. I also 
testified yesterday that I felt TVA could live within the requirements 
prov ided by this letter. 

Senator Krrauver. We have different opinions on that. 

My question is, with the President demanding a bill in conformity 
with your letter, with the Kerr bill before the House at the same time, 
which one are you going to fight for? Which one are you going to 
stand for? The President’s demand or the Kerr bill that you say you 
think is preferable ? 

Mr. Jones. I would have to wait, Senator, until that actual situa- 
tion presented itself to me. 

Senator Kerauver. The actual situation is right here on us, Mr. 
Jones. As the matter now stands we have the Kerr bill and as far as 
I know the President is still standing by your letter. Which are you 
going to agree with? 

Mr. Jones. If you are asking whether or not I would be willing to 
urge the President to sign the Kerr bill if it is passed, I would. 

Senator Krravver. Which are you going to vote for as a member of 
the TVA? Which are you going to testify before the House in favor 
of ? 

Mr. Jones. If I am called upon to testify before the House commit- 
tee I will testify whatever at that time seems to me to be the best for 
TVA. 

Senator Kerauver. What would you say you will donow? Weare 
presented with a confirmation, and we would like to know what your 
position is going to be. Would you side with the President or will you 
side with the Kerr bill ? 

Mr. Jones. If Iam presented with a firm statement from the Presi- 
dent that he wants me to testify in favor of this letter, if that situa- 
tion presents itself, I would feel bound to do so or resign. I don’t 
know what I would do in the situation. As I testified before, I do 
feel responsive to the President. 

Senator Keravver. Don’t you think your obligation is to the agency 
rather than to the President ? 

Mr. Jones. I think it is to both. 

Senator Krrauver. The agency is supposed to be operated by the 
Directors. They are supposed to have an independent judgment. But 
you say you would feel obligated to follow the President’s recommenda- 
tion or resign, and you don’t know which you would do. Is that the 
best answer you can give us? 

Mr. Jones. As I testified yesterday, I would do my best, so far as 
administration of the TVA, to carry out the congressional intent in 
administering the affairs of the TVA. 

Senator Krrr. Suppose the House committee called you, Mr. Jones, 
and asked you what your opinion of the Kerr bill was as contrasted to 
the recommendations of the Bureau of the Budget ? 

Mr. Jones. I would tell them exactly the thing that I have testified 
here, Senator, that as a Director of TVA I would prefer the flexibility, 
but that I would consider it possible to operate within the other 
approach. 

Senator Kerr. If it became the law. 
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Mr. Jones. If it became the law. 

Senator Corron. Suppose you were asked by a committee, called in 
before a committee of the House and I understand that you have 
stated that in your opinion $200 million was not sufficient for flexi- 
bility ? 

Mr. Jones. That is right. 

Senator Corron. Suppose you were specifically asked what your 
opinion was as to whether it should be $200 million or more, how would 
you answer ? 

Mr. Jones. I would answer that it should be at least $750 million. 

Senator Corron. And you would answer, if they asked your opinion, 
you would give your opinion regardless of whether it was the Bureau 
of the Budget’s opinion ? 

Mr. Jones. Yes, sir. 

Senator Corron. Thank you. 

Senator Krrauver. Suppose the President told you it would be 
for $200 million; requested you to present it for $200 million. What 
would you do then ? 

Mr. Jones. I would say that that would be a conflict that I couldn’t 
reconcile. 

Senator Keravver. What would you do? 

Mr. Jones. I would resign. 

Senator KEravuver. Suppose the President asked you to make a pre- 
sentation before the House to give the Bureau of the Budget the control 
over these funds that will be raised by bonds; what would you do then ? 

Mr. Jones. What is your definition of “control” in that question, 
Senator ? 

Senator Keravuver. As set forth in your letter. 

Mr. Jones. Do you mean from the standpoint of apportionment ? 

Senator Kerauver. No. That the bonds can only be issued after 
they have been approved, after the application has been approved 
by the Bureau of the Budget. 

Mr. Jonrs. I don’t believe there is anything in here that requires 
approval by the Bureau of the Budget. 

Senator Kreravver. There must be a budget report on it, however. 

Mr. Jones. There is provision for it. 

Senator Keravver. Budget recommendation, rather. 

Mr. Jones. Being included in the budget. 

Senator Kerauver. A budget recommendation. Suppose the Presi- 
dent asked you to take a position, that you wanted a budget recom- 
mendation for bonds to be issued, and the Kerr bill doesn’t provide 
that. Which position would you take before the House? 

Mr. Jones. As I said, I would testify that I thought the TVA 
could operate with a plan whereby it came to the Congress through 
the budget and waited affirmative action by the Congress. 

Senator Krravuver. Waited for the Congress to pass the appro- 
priation, just like it does appropriations ? 

Mr. Jones. It would be an appropriation bill so far as revenues 
are concerned, and it would be an authorizing bill so far as the 
proceeds of the bonds are concerned. 

Senator Keravuver. In other words, that is what you would testify 
before the House committee, that you thought that TVA could live 
with that? 

Mr. Joness. Yes, sir. 
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Senator Kerauver. Mr. Jones, what is your conception of an inde- 
pendent agency? You are saying here that you would do what the 
President asked or resign. Is your conception of an independent 
agency that you owe an ‘obligation to the President ? 

“Mr. Jonzs. So long as it is a part of the executive; yes. If it is 
the President’s wish—I am not talking about the Bureau of the 
Budget’s wish or anybody else’s—if it is the President’s wish that 
is involved, I think that is true. I believe this was exemplified when 
former President Roosevelt asked Mr. Arthur E. Morgan to resign be- 
cause he didn’t carry out his wishes. That, as I recall, went to the 
courts, and it was determined that the President did have that right. 

Senator Corron. Do you have that same feeling about any Presi- 
dent? Suppose Senator Kefauver were President; would you have 
the same feeling ? 

Senator Kerauver. Coming from New Hampshire, I will let the 
Senator get by with that. Coming from any other State, 1 would 
immedi: ately deny the supposition. 

This is a copy of the oath of office for members of the TVA Board. 
The oath prescribed by section 1757 of the Revised Statutes, with 
provisions required by TVA Act added: 

I ——— of ——— do solemnly swear that I will support and defend the 
Constitution of the United States against all enemies, foreign and domestic; 
that I will bear true faith and allegiance to the same; that I believe in the 
wisdom and feasibility of the Tennessee Valley Authority Act; that I take 
this obligation freely without any mental reservation for the purpose of eva- 
sion; and that I will well and faithfully discharge the duties of the office on 
which I am about toenter. So help me God. 

Mr. Jones, then if the best thing for the TVA should be a self- 
financing act that did not have to have the Bureau of the Budget 
recommendation, did not have to secure the approval of the Congress 
on its revenue money under the self-financing bill, and the President 
asked you to testify ‘for budget and congressional control as you have 
set forth in your letter, you would go along with the President’s 
request, as I understand ? 

Mr. Jones. I would testify that I thought it was possible for TVA 
to operate under such plan. I would at the same time testify that 
from management’s standpoint, for TVA, it would be easier to manage 
it if we had the additional flexibility. 

Senator Krrauver. If the President requested, you would present 
that proposal and testify in favor of it ? 

Mr. Jones. If you interpret by testifying that it could be worked 
as being in favor of it, I would so testify ; yes, sir. 

Senator Krrauver. Mr. Jones, do you consider TVA like the head 
of the Corps of Engineers or the Army or Navy in its responsibility 
to the President, that the President has a right to direct what is going 
to go on in TVA just like he does the Chief of the C orps of E ngineers? 

Mr. Jones. No, sir. Each agency has its own peculiarities. 

Senator Keravver. I know, ‘but T am talking about the chain of 
command. Do you interpret that the President is entitled to have 
his wishes carried out with respect to what he says the TVA Director 
shall do? 

Mr. Jones. The courts so held in the case of former President 
Roosevelt and Mr. Morgan. 

; Senator Keravuver. I am asking you what you feel about it, Mr. 
Jones. 
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Mr. Jonzs. I feel that loyalty to the President; yes. 

Senator Kreravuver. And as a TVA Director, if the President has 
an opinion and expresses that opinion, that you are going to follow 
it asa Director of the TVA ? 

Mr. Jonzs. Not as a mere opinion. 

Senator Keravver. A direction ? 

Mr. Jones. A direction, yes, sir; I would follow it, unless I felt it 
was not reconcilable with the best interests of TVA, in which event 
I would resign. 

Senator Keravuver. Then you are just making TVA an adjunct of 
the President where he can direct it one way or the other? 

Mr. Jones. No, sir. 

Senator Keravver. If you are going to follow his recommendations, 
how do you say that you are not? 

Mr. Jones. If he had a specific recommendation that he was con- 
cerned enough with to give a direction, which I think he has a right 
to do, I would 

Senator Kerauver. Suppose the direction were to liquidate the 
TVA? 

Mr. Jones. That could not be done under the present statute. 

Senator Keravver. If the President directed the Dixon- Yates con- 
tract, directed that it be signed, directed that the TVA enter into it, 
would you feel compelled to follow his direction ? 

Mr. Jones. As I have testified, if I felt it was not inconsistent with 
the TVA Act, I would carry it out ; yes, sir. 

Senator Keravuver. I am asking you specifically about the Dixon- 
Yates contract, which is a case exactly in point, because the President 
did personally direct the execution and the signing of that contract b 
the Atomic Energy Commission and TVA. Fortunately, the TV. 
Directors would not sign it. But if he directed you as a Director of 
TVA to sign the Dixon- Yates contract, would you have signed it? 

Mr. Jones. I am not familiar with the Dixon-Yates contract and 
I therefore cannot give you a judgment as to whether it was good or 
bad for TVA. If it were bad for TVA and I were a Director, I would 
not sign it. I would resign. 

Senator Krerauver. So your alternative would be to either sign it 
or resign if you didn’t like it; is that it? 

Mr. Jones. That would be the ultimate alternative; yes. Of 
course, there would be many opportunities for conferences and dis- 
cussions. 

Senator Keravuver. Do you mean, Mr. Jones, that with all of your 
time around Washington—How long have you been here? 

Mr. Jones. Fourteen months. 

Senator Keravuver. With your interest in public affairs, your time 
around Washington, you don’t know whether the Dixon-Yates con- 
tract was a good thing for TV A or not? 

Mr. Jones. I am not familiar with the details of Dixon-Yates 
contract. 

Senator Keravuver. You are familiar with some parts of it; aren’t 
you? 

Mr. Jones. No, sir. 

Senator Keravuver. Nothing about it at all? 

Mr. Jones. No,sir. 

Senator Kerauver. Never heard of it? 
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Mr. Jones. Yes, sir; I have heard of it. I have read in the press 
about it, before I came to Washington. 

Senator Kerauver. What did you hear about it? 

Mr. Jones. I didn’t say that I heard about. I said that I read in the 
press about it. 

Senator Kerauver. What did you read about it ? 

Mr. Jones. I do not recall all the things that I read about it. There 
are a terrific amount of headlines about the Dixon-Yates contract. 

Senator Kerauver. You are a former utility commissioner and 
a man in quasi-public life since that time; you have been here 14 
months. There is asuit now going on—— 

Senator Kerr. If I may interrupt ? ¢ I understood the Senator only 
had a few more questions. I had contemplated recessing at 12:30 and 
coming back. 

I believe, in view of the situation as it now exists, it is apparent that 
the Senator is not going to be through in any brief limited time. I 
wonder if he would be available to return at 3 o’clock? 

Senator Keravuver. I appreciate your indulgence, Mr. Chairman. 
I am supposed to control the time on a motion on this conference 
report, but I am sure it will be over by 3 o’clock. 

Senator Hit. Excuse me, Mr. Chairman, but Senator Kefauver 
controls half the time and somebody else the other half. We have 2 
hours’ debate there. They haven’t even started yet. They will, no 
doubt, have a rollcall or so. After you control 2 hours of time you 
will have another rollcall and a yea- -and-nay vote, I imagine. I don’t 
know, but I wouldn’t think we could be back by 3 o'clock. 

Senator Kerr. I want to say to the Senator that I am doing the 
best I can to conduct and complete these he: rings. I realize that, in 
doing so, if we are going to complete them, in view of the indication 
of time that seems to be desired to be taken. We have to hold them 
simultaneously with the hearings over there. 

I know of no alternative. I am not going to stay here through the 
lunch hour, and I am not going to ask the witness to refrain from 
having a Junch hour. 

I can either come back at 3 o’clock or in the morning. I would much 
prefer to come back this afternoon. 

Senator Kerauver. That would be fine with me, Mr. Chairman, ex- 
cept I just don’t know when this conference report is coming up. 

Senator Kerr. Then we will return at 3 o'clock and I will hear 
the other witnesses who want to testify. 

Senator Kerauver. Then if this thing is on the floor, can I complete 
my questioning of Mr. Jones in the morning? 

Senator Kerr. I don’t know whether you can or not. I will come 

back at 10 o’clock in the morning and give you the opportunity. 

( Discussion off the record.) 

Senator Kerr. We will recess until 3 o’clock. 

(Whereupon, at 12:42 p. m., August 22, 1957, the committee was 
recessed. ) 
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FRIDAY, AUGUST 23, 1957 


Untirep Sratres SENATE, 
Commitree On Pusiic Works, 
Washington, D.C. 


The committee met, pursuant to adjournment, at 10:18 a. m., in 
room 412, Senate Office Building, Senator Kerr presiding. 

Present: Senators Kerr, Gore, Carroll, Kuchel, Cotton, and Hruska. 

Also present: Senators Kefauver, Sparkman, Hill, and Stennis. 

Senator Kerr. The committee will be in order. 

We have here a letter from a congressional delegation from Kansas, 
addressed to the Honorable Robert S. Kerr, chairman, subcommittee, 
Public Works Committee, United States Senate, of commendation 
of Mr. Jones. 

I understand, Senator Schoeppel, that you want that in the record. 
Do you have any further statement? 

Senator Scuorrpret. Members of the Kansas delegation, with the 
exception of Congressman Breeding, have signed that and asked 
me to deliver it to the distinguished Senator from Oklahoma and 
asked if, in the wisdom of the committee members, it could be in- 
cluded in the record. 


Senator Kerr. It will be included as part of the record. 
(The above-mentioned letter is as follows:) 


CONGRESS OF THE UNITED STATES, 
HovusE OF REPRESENTATIVES, 
Washington, D. C., August 21, 1957. 
Hon. Rosert S. Kerr, 
Chairman, Subcommittee, Public Works Committee, 
United States Senate. 


Mr. CHAIRMAN: It is with a great amount of pride and a distinct honor 
that the undersigned members of the House of Representatives from the State 
of Kansas urge the favorable consideration of Arnold R. Jones for confirmation 
by the Senate, to serve as a member of the Board of Directors of the Tennessee 
Valley Authority. 

We have known Mr. Jones for many years, and have known him as a dis- 
tinguished college professor, a successful business man, and a fine public servant. 
Although he possesses many qualifications to excel in these three fields, his 
most important qualification is his absolute honesty. 

This is a quality that is necessary for any successful profession, but it is es- 
pecially important for a servant of this great Government, particularly for an 
appointment such as this one which will involve a high degree of financial and 
moral responsibility. 

We further commend Mr. Jones because of his fine record of public service for 
the State of Kansas. He has served our State in several capacities, which have 
been or will be recited to you in the testimony presented to your committee. 

We especially want to cite his record as a member of the State corporation 
commission in Kansas. In this capacity his responsibility was not unlike the 
responsibility that would be his as a member of the Board of Directors of the 
Tennessee Valley Authority. 
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In other words, the laws of Kansas prescribe the general administrative 
authority of the State corporation commission and within this framework it is 
the responsibility of the commission to guard the public interests, as opposed 
to all commercial industries and utilities coming under the purview of the 
commission. 

We feel that the responsibility of the Board of Directors of the TVA would 
be largely identical to the Kansas commission. Mr. Jones’ record as a member 
of the Kansas commission is open to the public and will stand against responsible 
approach. 

His decisions as «1 commissioner, of course, were not received with pleasure 
by all parties before the commission. These decisions were, however, subject 
to review by the courts, and in only one instance was a decision handed down by 
the commission reversed by the court. This we feel is a record of public service 
that is hard to match. 

Parenthetically we might add, that Mr. Jones was a member of the State 
corporation commission at the time the Kansas rural electric cooperatives were 
seeking and receiving franchises to serve the rural areas in Kansas. This was 
a particularly difficult assignment to the commission, inasmuch as Kansas ter- 
ritories had already been assigned to existing power companies and distributors, 
but who were not furnishing service to Kansas farmers. It was necessary for the 
commission to revoke and amend existing franchises and to reassign them to 
the several Kansas cooperatives. 

Notwithstanding this most difficult responsibility the commission proceeded 
to franchise the now existing and prospering Kansas rural electric co-ops, and 
they proceeded to build lines and to electrify farms in Kansas. The terri- 
tories of the several Kansas cooperatives are essentially the same as were 
certificated by the Kansas Corporation Commission at the time Mr. Jones 
was a member. 

These facts, we are sure, will all be collaborated by our distinguished Senior 
Senator from Kansas, the Honorable Andrew F. Schoeppel, who served on 
this commission concurrently with Mr. Jones. 

Among the other reasons we are recommending Mr. Jones to you today, 
and we think important for this position, is his ability to get along with the 
individuals with whom he is associated, and also with the public that he has 
served. 

We all know that as a public servant it is our responsibility to make deci- 
sions in the public interests and to discharge our duties as we have sworn under 
oath to do. Sometimes it is our duty to say “No.” We cannot be good public 
servants if we yield to every request that is made to us. Mr. Jones, as a con- 
scientious public servant, has found it necessary to say “No” in many instances 
during his public service. 

As would be the case with any of us, there are those who would say that. he 
has been prejudiced and biased. We are glad to report, however, that there 
are but a few of such persons or parties, considering the long tenure of public 
service Mr. Jones had in our State. 

We think his ability to be a firm administrator and to still be able to main- 
tain favorable public relations will be most favorable to him as a member of 
the Board of Directors of the TVA. 

If this great committee of the United States Senate, either as a committee 
or as individual members, have further questions concerning Mr. Jones’ quali- 
fications, those of us who know him personally will be happy to submit such 
information to you as we possess. We will be glad to furnish this in writing, 
or orally, to the committee. 

We are appreciative of the opportunity to present this statement to you 
today. 

WILLIAM H. Avery, 
First District. 
WINT SMITH, 
Siath District. 
EpWARD H. REEs, 
Fourth District. 
MYRON V. GEORGE, 
Third District. 
ERRETT P. SCRIVNER, 
Second District. 


Senator Kerr. Here is a letter from Paul H. Tidwell, manager of 
the Meriwether-Lewis Electric Co-op, Centerville, Tenn., and the 
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Tennessee director in the National Rural Electric Cooperative Asso- 
ciation. That will also be made a part of the record. 
(The above-mentioned letter is as follows:) 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION, 
Washington, D. C., August 23, 1957. 
Hon. ALBERT GORE, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR GORE: I am sorry that it will be impossible for me to re- 
main over in Washington for the remainder of the hearings on the nomination 
of Arnold R. Jones as a Director in the Tennessee Valley Authority. 

I attended the first 2 days of the hearings as a representative of the Tennessee 
Rural Electric Cooperative Association, which is composed of all the 23 electric 
cooperatives in Tennessee. As you know, I am manager of the Meriwether- 
Lewis Electric Co-op, Centerville, Tenn., and am also the Tennessee director 
in the National Rural Electric Cooperative Association. 

There are 51 electric cooperatives in the Tennessee Valley served by TVA. 
While I am authorized to speak only for the Tennessee cooperatives, the fact 
remains that all of them depend on TVA for all of their power requirements 
except a few that are located on the perimeter of the TVA service area who 
purchase some of their power from independent power companies. 

The TVA cooperatives have invested $178.8 million (as of 1955) in distri- 
bution-power facilities to supply electric power to approximately 96 percent 
of the farms and suburban homes in the area. They have enjoyed a splendid 
relationship with TVA since the inception of the program nearly a quarter of 
a century ago. 

The fact that those in control of the Tennessee Valley Authority have been 
dedicated to the best interests of the people has been largely responsible for 
its success and for this fine relationship. 

We implore the members of your committee to not approve anyone as a 
member of the Board of Directors of the TVA who does not have the interest 
of the people as his objective. To have this interest, he must believe whole- 
heartedly in the wisdom and feasibility of the TVA concept of area-resource 
development. 

In listening to the answers Mr. Jones gave to questions asked by Senator 
Kefauver yesterday, I gathered that his first loyalty will be to the desires of 
the President of the United States or his closest advisers, and not to the 
welfare of the people of the Tennessee Valley. I feel he has disqualified him- 
self as a nominee for Director of the Tennessee Valley Authority. 

Sincerely, 
Paut H. TIpWweE Lt. 

Senator Kerr. We will now proceed with the hearing. 


Mr. Jones. Senator Kerr, if I may I would like to clarify some of 
the testimony of yesterday. 

Senator Kerr. Very well. 

Mr. Jones. Apparently there was some misunderstanding or misin- 
terpretation of what I intended to say. The press this morning indi- 
cated that my testimony yesterday bore a different emphasis than the 
day before. 

Senator Gore. The press indicated what ? 

Mr. Jones. That there was a different emphasis on my testimony 


yesterday from that given the day before. Certainly there was no 


intention on my part to be inconsistent. I would like to restate my 
position as a matter of clarification. 

Certainly if I become a Director of TVA, I will most vigorously 
devote my efforts to the conduct of its affairs; and I will consider it my 
first responsibility to work for the best interests of TVA. I will do all 
in my power, as 1 of 3 Directors, to administer the TVA Act accord- 
ing to the intent of Congress as expressed in the TVA law as amended. 

Senator Kerr. Senator Kefauver. 

Senator Kerauver. Mr. Chairman, as the chairman knows, Senator 
Sparkman has an urgent engagement and cannot be here later. He 
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said he had some questions. With your consent I yield to him at this 
time. 

Senator Kerr. Very good. Let the record show that the questioning 
will be by the Senator from Alabama, and other interrogation of the 
witness will follow the termination of the examination by Senator 
Kefauver. 

Senator Sparkman. Thank you. I appreciate this action on your 
part and that of my good fr iend, Senator Kefauver 

I do not intend to take up a great deal of the time of the committee 
or Mr. Jones because I realize there has been a rather searching inquiry, 
and I have no desire to duplicate, to extend the questioning on many 
of the different subjects. 

I will say this, Mr. Chairman, and address this particularly to Mr. 
Jones: As one who has lived all of his life in the TVA area, I know 
from firsthand experience and the experience of my people as to what 
TVA has meant for that area. I hope Mr. Jones will realize that our 
interest springs primarily from the feeling that the very economic 
life and death of our area depends upon what TV A is able to do over the 
next several and many years in making available an adequate supply of 
power to take care of the normal growth and expansion of that area. 

We do have a great concern, a ‘deep concern. Mr. Jones, you are 
aware of the fact, of course that has been mentioned her etofore, that 
the act itself requires a member of the Board of Directors to believe in 
the TVA ? 

Mr. Jones. Yes, sir. 

Senator SparkMAN. In the feasibility of it and in its objectives. 

Senator Kerr. Wisdom. 

Senator SparKMAN. In its wisdom. 

Senator Gore. Wisdom and feasibility. 

Senator SparkMAN. Wisdom and feasibility of TVA. And as was 
brought out yesterday, that is included as a part of your oath. 

Do you believe in the wisdom of the TVA Act and the TVA 
program ? 

Mr. Jones. Yes, sir, I do. 

Senator SparKMAN. Do you believe in its feasibility ? 

Mr. Jones. Yes, sir, and I think its feasibility has already been 
demonstrated. 

Senator Sparkman. Do you not believe that for it to be feasible, it 
must be able to supply whatever power is needed for that area to take 
care of its normal economic growth and expansion ? 

Mr. Jones. I think that TVA has a definite public utility responsi- 
bility in its area in supplying power. 

Senator SparkMAN. And you believe that it ought to be able to 
operate in such a way as to take care of those power needs? 

Mr. Jones. Yes, sir. 

Senator Sparkman. I want to say to you, Mr. Jones, that the thing 
about your testimony that has disturbed me more than anything else 
has been your apparent conception of TVA as an independent agency. 
You realize, of course, that Congress did set TVA up as an independent 
agency and intended it to be operated as such? 

“Mr. Jones. Y es, sir. 

Senator Sparkman. And that the management was vested in its 
Board of Directors? 

Mr. Jones. Yes, sir. 
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Senator SparRKMAN. You have said in some of your testimony here, 
if I recall correctly, that one thing that made you have a desire or 
wish to become a Director of TVA was because you thought you might 
be able to establish better relations between the Bureau “of the Budget 
and the TVA. Am I correct in that interpretation ? 

Mr. Jones. I think that is correct, yes sir. 

Senator SpARKMAN. How do you ‘anticipate doing that? 

Mr. Jones. I feel that I understand the oper rations of the Bureau 
of the Budget, and I think when reasonable people get together and 
talk things » over, they can work things out. I think it is most un- 
fortunate that TVA and the Bureau of the Budget have been fighting 
over a period of years rather than providing for TVA going ahead. 

I think I can iron that out. 

Senator SparkMAN. You realize that during the past several years 
there has not been adequate provision for new power generation 
capacity in TVA ? 

Mr. Jones. My information is that there has been no appropriation 
since 1952 for starting new projects. 

Senator SparkMAN. Have you stated here how you stand on the 
idea of TVA being allowed to use its power revenues for new 
genel gh 3 gape i 

Mr. Jones. I am not sure that that specific question has been asked. 

Senator SparKMAN. I wonder, then, if you will state. 

Mr. Jones. So long as it is the law, as I understand it is now, I 
certainly would be in favor of TVA using its power revenue without 
asking anyone outside of TVA. 

Senator SparkMan. If I recall correctly—and my colleague here 
was one of the authors of the original TVA Act and he can check 
me in this—I believe from the very beginning of TVA, TVA was 
authorized to use its power revenues for that purpose ? 

Mr. Jones. That is correct. However, when the Corporation Con- 
trol Act was passed in 1948, it is my understanding—and I have no 
basis except heresay for this—that the interpretation from 1948 to 
1955 was that the Corporation Appropriations Act—I said Corpora- 
tion Control Act; I mean the Corporation Appropriations Act of 1948 
—which put the first restriction in, was interpreted for a period of 
about 7 years of limiting that. Then in 1955 it was reinterpreted 
again to use it as they had prior to 1948. 

Senator Sparkman. To give TVA the right to use the revenue? 

Mr. Jones. That is correct—well, as Senator Hill has pointed out, 
that right was in the original act of 1933. This was an interpretation 
from 1948 to 1955 that the Corporation Appropriations Act limited. 
Then the GAO in 1955—it is my understanding and this is not first- 
hand knowledge—agreed with the TVA that it could be used and 
since that time they have been using it, and I understand they are 
now in the process of expanding their production facilities with addi- 
tional units at existing plants from power revenue. 

Senator SparkMAN. As has been pointed out here many times in 
the course of this hearing, the official attitude of the Bureau of the 
Budget as expressed in the letter which you signed as Deputy Direc- 
tor, or Acting Director, would have restricted TVA in the use of those 
funds and would have required Budget approval and congressional 
approval. 
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Mr. Jones. Had the suggestion made in that letter become law, 
that is correct. I did sign that letter as an administrative act trans- 
mitting a reply to this committee as to what the administration posi- 
tion was. 

Senator SparkMAN. What I want to find out is what is your posi- 
tion. I realize you have gone over that. But independent of the 
Bureau of the Budget, if you were serving as a member of the Board 
of Directors of TVA, what would be your attitude with reference 
to that ? 

Mr. Jones. My attitude would be that the freedom should be com- 
mensurate with the responsibility, and that would mean that TV = 
should be able to meet their public utility responsibilities so far 
power is concerned by using any resources available, including pole er 
revenue. 

Senator SparkMAN. Do you believe that the Board of the TVA 
should make a continuing study as to what the power needs of the 
Tennessee Valley may be, ‘and that they should be flexible and powered 
to do whatever was necessary to meet that, is that correct ? 

Mr. Jones. Yes, sir, that is correct, and that is the reason I do not 
agree with the $ 200 million limit that is stated in the letter. I think 
that is too small an amount for planning for a 6-year program. 

Senator SparkKMAN. Let me ask you if I am correct in my under- 
standing that you have said that you approve the Kerr bill as it has 
passed ? 

Mr. Jones. I don’t believe that I am in a position to say that I ap- 
prove or disapprove the Kerr bill. But I do say that the Kerr bill 
would be advantageous to TVA and I would be happy to operate with 
it. I would recommend that the President sign it. 

Senator Sparkman. You would recommend the President sign it 
if it passes the House ? 

Mr. Jones. Yes, sir. 

Senator SparKMAN. In that same form or similar form? 

Mr. Jones. Yes, sir. 

Senator Sparkman. If you were a Director of TVA, you would 
do your best to see that that act w as administered according to the 
terms of it and the intent of Congress ? 

Mr. Jones. Yes. 

Senator SparkMAN. Mr. Jones, you are aware, I presume, of the 
fact that of the power generated by TVA, over half actually goes 
to Government plants ? 

Mr. Jongs. Yes, sir: and that is one of the reasons why I say I 
favor the wisdom of TVA, because that is an excellent defense facility 
for the Federal Government. 

Senator SrarkmMan. What is your conception of an independent 
agency ¢ 

Mr. Jones. Senator Sparkman, I am not sure that I can give you 
a good answer to that. As you know, public administration people 
have been arguing about that ever since the Constitution was written 
as to just where an independent agency came. I suppose that there 
are all degrees of independence, independence from the Congress, 
perhaps, to a certain extent, or independence from the Executive to 
a certain extent. 

If I may use an example of a regulatory body such as the Federal 
Power Commission, for example, certainly that part of it that has 
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to do with semijudicial decisions would be completely independent 
from the Executive, and would be subject to review so far as new 
legislation is concerned, by the Congress or the rulings of the Con- 
gress. In the case of an agency like TVA which has some ratemaking 
responsibilities, not of a judicial nature, perhaps, but of an adminis- 
trative nature, the independence from the Executive would probably 
be greater because their operations all tie into the operating of the 
agency. 

I am sorry I can’t give you a definitive definition of an independent 
agency. 

Senator Sparkman. I must say, frankly, that judging from your 
testimony yesterday, it seemed to me that you placed entirely too 
much control in your thinking in the hands of the President over 
such an agency, and over the Board of Directors who is supposed 
to run that: agency. 

Mr. Jones. This is the reason I made the opening statement, Sena- 
tor Sparkman, to try to correct that impression. As I understand 
the law, as exemplified by the removal that President Roosevelt 
effected of Mr. Morgan when he removed him from TVA, and that re- 
moval was upheld by the courts, I obviously recognized that there is 
the power of removal in the President. 

Senator SparKMAN. Mr, Jones, right there, do you remember what 
it was that Mr. Morgan was removed for ? 

Mr. Jones. I donot remember specifically. 

Senator Sparkman. As a matter of fact, did it have anything to 
do with his conduct of the office of a Director of TVA, that is, the 
management of the policy of TV A ? 

Mr. Jones. As I recall, reading about it—I do not have first-hand 
knowledge of this, of course—it was a matter of disagreement on a 
part of the Directors. 

Senator Gore. Will the Senator yield? 

Senator SpaRKMAN. Yes,sir. 

Senator Gorr. Mr. Jones said yesterday: “I believe this was ex- 
emplified when Mr. Roosevelt asked Mr. Morgan to resign”—I think 
you said Mr. Morgan—“because he didn’t carry out his wishes, This, 
as I recall, went to the courts and it was determined that the President 
did have that right.” 

I do not understand, Mr. Jones, that that was the situation, or that 
the court did so hold. I think that we had better examine the decision 
itself, but I do not think that your statement of yesterday gave a cor- 
rect interpretation of the deci ision or the circumstance. 

Thank you, Senator Sparkman. 

Mr. Jones. Of course the fact still remains he was removed. 

Senator Gore. Yes. I think for contumacy, about a matter other 
than the refusal to comply with any direction from the President as 
to the management function of the TVA. I sent for the decision and 
we will be able to establish that. 

Senator SparKMAN. Isn’t it true—Senator Gore, you can answer 
this and Mr. Jones I think it would be a good thing for you to check 
that decision because I believe it will give you some ¢ Jarification of your 
present thinking—Mr. Morgan was really removed, Dr. Morgan, for 
contumacy, wasn’t he? 

Senator Gorr. Ihave sent for the decision. 
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Senator Sparkman. And not with reference to the administration 
of the affairs of TVA at all. It did not goto that. It was not a direc- 
tion by the President as to how the Directors should disch: irge their 
duties as Board members of TV A. 

Mr. Jones. My information is based purely on—— 

Senator Srarkman. It had nothing to do with any policy or pro- 
gram of TVA. 

Mr. Jones. My information is based simply on textbook reading 
about it, and I have not read the decision. 

Senator Sparkman. I think certainly if you become a member of 
the Board of Directors of TVA, I think you certainly ought to be 
familiar with that case, and, as I say, I believe that a reading of it 
will change your apparent conception as to the power of the Pr esident 
to remove a member of the Board. 

One of the matters that came up just 2 years ago was this Dixon- 
Yates contract which you testified to some extent about yesterday. 
One thing I know that disturbs many of us is the fact that two dif- 
ferent independent agencies of the Government—the Atomic Energy 
Commission and the TV A—were directed by the President, or some- 
one speaking for the President, to do certain things. One of the things 
that was directed to the TVA Board was to sign this contract. For- 
tunately two of the TVA Board members h: id a correct conception 
of their office, their duties, and they declined to sign that contract. 

I believe you testified yesterday that had you been a Board mem- 
ber and the President had directed you to sign that, and you felt it 
was wrong, that you would have resigned. 

Mr. Jones. Yes, sir. 

Senator Sparkman. In other words, you feel that if the President 
directs the Board of this independent agency to do something, that 
it is up to you as a Board member to do it or else to resign the office ? 

Mr. Jones. I think we are speaking here of something that is per- 
haps not very likely to happen. I am thinking not in terms of- 

Senator Sparkman. Mr. Jones, let me say there that I hope you 
are correct, but it did happen in connection with the Dixon- Yates 
contract. 

Mr. Jones. Iam not familiar with the Dixon- Yates contract. 

Senator SparkMAN. Have you talked with the President regarding 
this appointment ? 

Mr. Jones. Not personally; no. 

Senator SparkMAN. What do you mean by not personally? 

Mr. Jones. I have not talked 

Senator SparkMAN. You mean somebody else ? 

Mr. Jones. I have talked with Jerry Morgan and Jerry Persons, 
as I have testified to. 

Senator Sparkman. Did they approach you to see if you would be 
interested in it? Is that the way the matter came up? 

Mr. Jonrs. It was part of the process of my being appointed; yes, 
sir. 

Senator Sparkman. A few minutes ago I asked you if you were 
aware of the fact that the Government itself, in its great defense 
plants down in the TVA area, was using more than half of the power 
and in your answer you said that, if I rec ‘all correctly, that was one 
of the reasons why you were in favor of TVA ? 

Mr. Jones. Yes, sir. 
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Senator Sparkman. Of course we all acknowledge the tremendous 
contribution that TVA made to the Government almost from its 
very inception in building up and maintaining our strong defenses. 
But assuming that the Government did not use that power, would 
you still believe that TVA is a dev elopment of that area, the river 
and its resources? After all, that is what existed when it was origi- 
nally established. 

Mr. Jonrs. Yes, indeed, I would; because I feel that perhaps we 
have talked too much about power alone. There are many other 
things in the valley that are involved in this development. ‘The mat- 
ter of flood control, which is a part of TV A’s responsibility ; naviga- 
tion, which is a part of TVA’s responsibility. 1 am particul: arly in 
favor of the research work in connection with fertilizer. I have been 
in a land-grant college for 10 years where we do a lot of similar work. 
In fact, we have a contract with TVA with regard to demonstration of 
use of fertilizer, to work on reforestation in the valley, to work on 
rebuilding the soil of the valley, and the social and economic work 
that goes “along with all of those things; those are all reasons which 
I think make TVA an excellent exper iment. 

Senator SparKMAN. Going back to this budget letter—and I am 
not going to dwell on it because you have been questioned on it rather 
t} horoughly- but again, as I recall in your testimony you have said 
over and over that you still believe that the TVA could live under 
the restrictions that were laid down in that budget letter. Am I 
correct in that interpretation ? 

Mr. Jones. I have so testified; yes, sir. 

Senator Sparkman. I believe you did say that you didn’t believe 
you could live within that $200 million limit? 

Mr. Jones. That is right. 

Senator Sparkman. And you do advocate $750 million limit? 

Mr. Joneses. Yes, sir. 

Senator SparKMAN. Do you believe that TVA can live better and 
function better under the provisions of the Kerr bill than it can 
under the budget letter ? 

Mr. Jones. My answer to that would be “Yes”; because it gives 
more freedom of operation to the TVA operation. That, of course, 
assumes good management. With good management and freedom 
it could operate better. 

Senator SparkMan. If you were a member of the Board, you cer- 
tainly would work for good management, wouldn’t you? 

Mr. Jones. I would see to good management. 

Senator SparkMAn. You would advocate the greater flexibility and 
the greater power given to TVA under legislation such as the Kerr bill, 
rather than under some kind of budget restriction as provided in 
the letter which you signed? 

Mr. Jones. I would be in favor of the greater flexibility; yes, sir. 

Senator Sparkman. Mr. Jones, would you advocate—you have al- 
ready said that you would advocate the continuing use of power 
revenues for new generating capacity, have you not? 

Mr. Jones. I have said that I would be in favor of that so long as 
it remained the law and the Congress so directed the TVA. 

Let me say with regard to future items, obviously before I could 
be specific as to what particular position I might favor or advocate, I 
would need the help of the TVA staff and the other Board members, 
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and all of the facts revolving around the development of recommen- 
dations. And, of course, obviously at that time you would have to take 
into account what the existing law was at that time. 

Senator Sparkman. Of course, the thing about it—the law may 
be changed from time to time, and whether or not it is changed may 
depend to a great extent upon what recommendations the Board of 
Directors of the TVA make. 

For that reason I would like to know your feelings as to the 
wisdom of it, without regard to this matter, as you say, of so long as 
it may be the law. 

Mr. Jonxs. Let me answer your questions this way: I would have 
no hesitancy in so advocating if I was convinced that that was the 
best thing for TVA. 

Senator Sparkman. How would you be convinced ? 

Mr. Jones. By an examination of the facts on the ground. I can’t 
possibly enumerate for you all of the things that would have to be taken 
into consideration. 

Senator Sparkman. If TVA is to have the flexibility that was in- 
tended for it originally, as I remember President Roosevelt, in propos- 
ing the program to Congress, said that he proposed a Government 
corporation in order that it might have the power of the Government 
behind it, but the flexibility of a private corporation in its operations. 

Do you subscribe to that idea ? 

Mr. Jones. Yes, sir. 

Senator SparkMAN. Certainly a private corporation would have 
the right to use its power revenues for building up its generating 
capacity, wouldn’t it ? 

Mr. Jones. Yes, sir. 

Senator SparKMAN. Don’t you believe that the same flexibility 
should be applied to the TVA asa matter of policy ? 

Mr. Jonss. I believe I have testified that it would be advantageous, 
yes, sir, to TVA to have that flexibility. 

Senator Sparkman. Of course, I wish you would go further and 
say that you would advocate that that continue to be the policy of the 
TVA andthelaw. It was written in the law when TVA was originally 
set up. 

Mr. Jones. I have no reservations about the law as it now stands, 
and certainly I have no intention of trying to change that particular 
part of it. But I do hate to commit myself here to something I may do 
2 or 3 years from now if it isn’t in my opinion then to the best interests 
of TVA. 

Senator Sparkman. Mr. Jones, I am not going to belabor it further. 
But it just seems to me that the use of power revenues to enable it to 
expand its generating capacities is almost elemental. That is basic. 

Senator Kerr. To meet the increasing needs of the area itself. 

Senator Sparkman. That is right, to meet the increasing needs of the 
area, to take care of the normal growth and expansion in the area. 

Mr. Jones. I agree that that is an appropriate source of funds to 
expand the capacity of the powerplant. 

Senator Kerr. Suppose, Mr. Jones, that you were a Director, and 
there was no other available source of funds; that the Congress had 
not appropriated additional funds; that you, as a Director, saw the 
increasing requirements of the area for additional power; and suppose 
the question arose as to whether or not the Congress was going to 
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permit it to continue to use its power funds and you were asked for your 
recommendation. What would it be? 

Mr. Jones. My recommendation would be that the TVA be allowed 
to continue to use their power revenues as a source of money to expand 
their power, unquestionably. 

Senator Kerr. If that is what you believe and that is what you 
think is the principle now, what could arise between now and 3 years 
from now that you now feel would be of such a nature that you don’t 
know whether that will be your attitude 3 years from now? This is a 
9-year appointment. 

‘Mr. Jonns. Senator, I can’t name anything that I think would 
actually arise. I am simply trying to not commit myself to something 
that I don’t know. I probably would advocate the use of power 
revenue for meeting the expansion needs of TVA. 

Senator Kerr. Wouldn't you think, if you were living up to your 
oath of office in believing in the feasibility and wisdom of the act, that 
your position would have to be one of supporting the provision of the 
act whereby additional funds would be available in the absence of 
other provisions that would make the funds available to meet those 
requirements ? 

Mr. Jones. I think that is a logical conclusion; yes, sir. 

I would have no hesitancy in so recommending. I would be willing 
to recommend, if that appeared to be at the time the best thing for 
TVA, I think it probably would be the best thing for TVA. 

Senator Hruska. Mr. Jones, you are aware, aren’t you, that there 
is a limitation in that regard now of the use of those surplus funds 
without express approval of Congress? 

Mr. Jones. There is no limitation on using them for additional 
units. 

Senator Hruska. But there is for additional projects at different 
locations. 

Mr. Jones. Additional projects, yes. 

Senator Hruska. So that there are limitations. 

Mr. Jonxs. It is not entirely free. 

Senator Kerr. I am addressing my questions to those increases in 
power which are now provided for in the law. You understood that? 

Mr. Jones. Yes, sir. 

Senator Kerr. That is what I wanted shown. This is a very im- 
portant factor of this matter. As of now, so far as I know, and in a 
manner befitting that of the President of the United States, who said 
the other day “If I am in error, I hope some of you will correct me,”—I 
believe that was his remark at the last press conference—my impression 
is that that is the one way now in the law whereby an increase may be 
provided by the Tennessee Valley Authority in the electricity it will 
have available to serve that area 

Mr. Jones. That is the only source within the law at the moment 
from which they can expand their generating capacity, as I under- 
stand it. 

Senator Kerr. And they can do that only by adding additional 
generating power to the present projects ? 

Mr. Jones. That is right. 

Senator Kerr. And that is only after other obligations imposed 
upon them by law have been met. 

Mr. Jones. Yes,sir. Net power revenue as defined by the act. 











132 NOMINATION OF ARNOLD R. JONES 


Senator Kerr. How can there by the slightest possibility that you 
would vigorously defend the preservation of that authority unless 
another of equal usefulness were simultaneously provided 4 

Mr. Jones. This is the reason that I am a bit hesitant to commit 
myself as to what I might recommend: If, for example, the Congress 
were willing to go back to the appropriation method, that might be a 
possibility. On the other hand—— 

Senator Kerr. I can understand that if the Congress went back 
to the appropriation method that would be one thing. But unless 
they specifically so provided, that wouldn’t change the present 
language of the act about which you have taken an oath of office that 
you believe in both the wisdom or flexibility of it. 

Mr. Jones. I am sory that I can’t make myself understood. The 
only thing that I am trying to say, Senator, is that I hate to commit 
myself as to something t that I will do in the future when I don’t 
know what the facts are at that time. I favor use of that revenue for 
power expenditure. I will support the law and I will certainly 
advocate its continuance so long as that is our source of revenue. 

Senator Hruska. Mr. Jones, if the Congress in legislating would ad- 

rance the proposition that they would adequately finance needed power 
expansion through the appropriations method but that as a part of 
that they would require that the revenues be devoted to retirement of 
those appropriations, and if that legislative measure would impress you 
as being more advantageous to TVA than the present method, would 
you hesitate in any way to recommend under those circumstances that 
the revenues should not be used inviolably for the expansion of power 
facilities? 

Mr. Jones. I would like to keep myself in position that I could 
recommend, as a Director of TVA, the thing that seemed to be best 
for TVA at the time. I would vigorously support the continuation of 
the present law until] something better is found. 

Senator Kerr. That isall asked you. That is exactly what I asked 
you. 

Senator Hruska. I thought that is what he was trying to say, M1 
Chairman. 

Mr. Jones. That is what I was trying to say all the time. 

Senator Kerr. I wanted to give him an opportunity to say just nom at, 
that unless an alternative were available which would be equal « 
better 

Mr. Jones (interposing). Yes. sir. 

Senator Kerr (continuing). Your position would be to vigorously 
defend the one that is in it. 

Mr. Jones. Yes, sir. 

May I make the general statement, gentlemen: I am talking about 
taking on a 9-year hespowsibility. I think I am a reasonable individual. 
As I testified yesterday, I certainly have no intention of going to 
Tennessee to pr eside over the liquidation of TVA. I want to be success- 
ful, and I am going to do everything in my power to be successful as 
a Director of TVA. I don’t have any idea that I would be there 9 
vears if I didn’t. 

* Senator Kerr. I want to say to the witness that that is what T be- 
lieve about you. 

i sincerely believe that. If that is the case, I think that this is 
probably as good an opportunity as you will ever have to make it 
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sufficiently clear so that there can be no question about it in the minds 
of reasonable men. 

Mr. Jones. I hope I have, Senator. 

Senator Kerr. Senator Sparkman ? 

Senator SparkMAN. Thank you, Mr. Chairman. 

Mr. Jones, of course we all realize that the TVA Act and TVA itself 
is subject to changes that Congress may make. 

Mr. Jones. Yes, sir. 

Senator SparkMAN. It seems to me that you have a dual responsi- 
bility. One is to carry out faithfully the law as Congress lays it 
down, but the second one is to give guidance to Congress with ref- 
erence to these changes. 

It doesn’t seem to me it is sufficient to sit there until Congress does 
something and then say I will carry out the laws of Congress. It 
seems to me the Board of Directors have got to be always alert to 
advise Congress what in their opinion is for the best interests of TVA 
in accordance with the act as it is written into law, and flexibility is 
needed to take care of the power needs of that area. 

Mr. Jones. I had no intention of leaving the impression that no 
recommendations would be made. If anyone would take the trouble 
to examine the recommendations I have made in my own State, I 
think I have recommended advancing legislation as much as any in- 
dividual there, and I would do the same thing here. 

Senator SparkKMAN. You talked about Congress doing so and so. 
Suppose the President, through the Bureau of the Budget, directed the 
Board to do away w ith or suspend the use of funds for providing new 
power revenues, for providing additional generating units. What 
would be your attitude on that ? 

Mr. Jones. So long as the present law exists, I would not do it. 

Senator SparKMAN. You would not do it? 

Mr. Jones. That is right. 

Senator SparKMAN. You would carry out the law as written, the 
intent of Congress, rather than listening to a directive from the 
President ? 

Mr. Jones. I would assume that the President would not make 
such a directive, of course, but if—— 

Senator Sparkman. I would normally assume that, too, but I go 
back to what was actually done in the Dixon-Yates case, where the 
President did direct the Board of Directors to do that, and a majority 
of them refused to do it. 

Mr. Jones. I am not familiar with that case, but if anything that 
was contrary to the law was asked of me, by the Bureau of the Budget 
—I would like to qualify that in addition—I would follow out the law. 

Secondly, I have testified that the Bureau of the Budget would not 
be directing my activities under any circumstances. 

Senator SparKMAN. I simply used the Budget Bureau as the agent 
of the President. Suppose the President himself directed you to dis- 
continue the use of power revenues while it was still provided by law 
to do it; what would be your attitude ? 

Mr. Jonrs. I would not do it. 

Senator Kerr. I don’t believe I understood that. 

Mr. Jones. I would not do it. 

Senator Kerr. You would not do what? 

Mr. Jones. Discontinue the use of power revenues—— 
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Senator Sparkman. I said if the President would direct you to dis- 
continue the use, what would be your answer. 

Mr. Jones. I would not follow his direction because I think that 
would be an illegal direction. 

Senator SparkMAN. You would follow the law ? 

Mr. Jones. Yes, sir. 

Senator Sparkman. And seek to carry out the law as laid down 
by Congress, whatever it might be? 

Mr. Jonrs. Yes, sir. 

Senator Gore. May I interrupt there? 

Senator SparKMAN. Yes, sir. 

Senator Gore. Mr. Jones, I feel I am impelled to call to your at- 
tention that yesterday you gave rather emphatic statements the other 
way. 

Senator Kerr. Did he give emphatic statements the other way or 
did he make a statement that in that event he would resign ? 

Senator Gore. That is what I am talking about. He says now 
he wouldn’t follow the direction. But yesterday he said after 
questioning 

Senator Kerr (interposing). The first thing he did this morning 
was to make a preliminary statement here which in my judgment 
forms the basis for the statement he has just made. 

Senator Gore. Mr. Chairman 

Senator SparKMAN (interposing). May I make one suggestion, in 
all fairness. I predicated my question a little differently from that 
put yesterday. I related mine to the law as laid down by Congress, as 
opposed to the President. My recollection is yesterday the directive 
of the President did not relate to its being contrary to a specific 
provision of law. 

Senator Gore. Would you yield temporarily ? 

Senator SparKMAN. Yes. 

Senator Gore. Mr. Chairman, as I have stated to Mr. Jones, to 
this committee, and in public statements, I have every intention and 
desire to accord to Mr. Jones a full and a fair hearing. I think in 
fairness to himself, and certainly in justice to the importance of the 
issue, that this is a matter which should be cleared up. 

You stated at the very beginning today that you saw no difference, 
intended no difference in meaning in your statement of yesterday and 
of the day before. There is considerable difference. There is a dif- 
ference in the statement which you have just given in reply to Senator 
Sparkman and the statement which you gave yesterday. 

If I may quote briefly, and then I will afford you whatever oppor- 
tunity you desire to comment. 

On the first day I asked you this: “And thirdly”—I said today I 
correctly understood you— 








Thirdly, if you could not find compliance with such a Presidential request 
or recommendation compatible with your responsibilities so stated, then you 
would submit your resignation? 
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and you answered “That is correct. 
Mr. Jones. I believe, Senator, we were at that point talking about 
the recommending of legislation. 
Senator Gore. I don’t believe so, at that particular point. 
Mr. Jones. Part of my testimony in response to your question was. 
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Senator Gore. The record will so reveal. I don’t believe that is 
the case here, though. Excuse me a moment; I think I can find it. 
Maybe I had better read the colloquy. This i isa summary of it: 


Senator Gore. Do I correctly understand you to say that, one, you are grate- 
ful to the President for his nomination of you to this position? 

Mr. JONES. Yes, sir. 

Senator Gore. With that I agree. You should be. You would not be a 
proper man for any position unless you did have gratitude. Do I correctly 
understand you to say that you would undertake to comply with policies, recom- 
mendations, and requests of the President of the United States made to you as 
a member of the TVA Board of Directors insofar as, and in so long as, you could 
find it compatible with your oath of office as a member of the TVA Board of 
Directors and your independent judgment as to your responsibilities in such 
position? 

Mr. Jones. That is correct. 

Senator Gore. And thirdly, that if you found that you could not find com- 
pliance with such a Presidential request or recommendation compatible with 
your responsibilities so stated, then you would submit your resignation? 

Mr. Jones, That is correct. 


Then on page 122, in response to Senator Cooper 

Senator Keravuver. Would the Senator read on page 39 also, next 
to the last paragraph ? 

Senator Gore (reading) : 





Senator Gore. You have given emphatic statements, Mr. Jones, of your ability, 
of your freedom, and your determination to exercise an independent judgment. 


Is that what you mean ? 
Senator Kerauver. No. “Senator Gorr. Do you consider yourself 
now free of obligations?” Then read Mr. Jones’ answer. 


Senator Gorn (reading) : 


Senator Gore. Do you consider yourself now free of obligation—oflicial, per- 
sonal, or economic—to follow an independent judgment as you may see the light 
as a member of the TVA Board of Directors? 

Mr. Jones. I do. And I would like to qualify that by this statement: Ob- 
viously I am appreciative of the fact that the President has enough confidence 
to send my name to the Senate. Obviously I would consider very seriously any 
policy that he would lay down. Iam not talking about the Bureau of the Budget 
or anyone else. I am talking about the President of the United States only. 
And certainly I would be inclined to, if it were reconcilable, to do what he asked 
me to do. I would like to add again, if I were not able to do that and he still 
insisted, I would not remain as a Director of the TVA. 


In response to Senator Cooper you made this statement which can 
be found on page 122: 


If I become a Director of TVA I will be a completely free agent to exercise my 
own judgment. I would consider the views of anyone that might have something 
to do with it, but I would reach my own conclusions. 


Then in response to Senator Hruska, which can be found on page 
126 of the record : 


If I become a Director of TVA, my responsibility will be to do the best for that 
organization, regardless of others. 


Those statements were on the first day. Then on yesterday, in re- 
sponse to Senator Kefauver, Mr. Jones, at the bottom of page 232 
“T feel that loyalty to the Pr resident, yes.” 


Senator Kerauver. And asa TVA Director, if the President has an opinion and 
expresses that opinion, that you are gong to follow it as a Director of the TVA? 

Mr. JONES. Not as a mere opinion. 

Mr. Keravuver. A direction? 

Mr. Jones. A direction; yes, sir. I would follow it. Unless I felt it was not 
reconcilable with the best interests of TVA, in which event I would resign. 
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Then on page 234 you said: 


Mr. Jones. As I have testified, if I felt it was not inconsistent with the TVA 
Act, I would carry it out ; yes, sir. 

I submit, Mr. Jones, that there was a difference in the emphasis on 
the first day in response to me, in response to Senator Cooper, in re- 
sponse to Senator Hruska. You place great emphasis on your ability, 
your freedom to exercise, and your de termination to exercise an inde- 
pendent judgment and be a completely free agent regradless of others. 
You expressed your loyalty and your appreciation to the President, 
for which I commended you. But then on yesterday you emph: sized, 
first, the compliance with any positive direction given you by the 
President and said that, unless you could comply with it, you would 
resign. 

We have just heard your answer today. I raise these questions not 
in unfairness to you but in the interest of public understanding and due 
to the importance of the issues. I think that it is something to which 
you should give your attention, and it is surely something to which this 
committee must give its attention. 

I was not unfavorably impressed with your testimony of the first 
day. I must say that I was quite unfavorably impressed with your 
statements on yesterday. I hope the Senator from Alabama will ex- 
cuse me for bringing it up, but here is a matter of importance. So far 
as I am concerned I think it is of tremendous importance in reaching 
a decision as to the advisability of giving consent to Mr. Jones’ nomi- 
nation. 

Senator Hruska. I should like to observe, Mr. Chairman, if the 
Senator will yield, certainly I will not pass on all of the testimony 
to which reference was made. I would like to comment with refer- 
ence to the testimony given by Mr. Jones in response to my questions. 
Nowhere in my questions do I recall referring to the President of the 
United States. I was referring to organizations to which he might be 
subject by way of influence or pressure, starting out with the Bureau 
of the Budget and going to all other types of organizations. Am I 
correct in that résumé? 

Senator Gorr. I believe you are correct. The Bureau of the Budget 
is regarded as an arm of the President. 

Senator Hruska. If the Senator wants to construe and interpret 
and to bring to bear certain subjective standards of judgment and 
emphasis, that is his privilege. On the other hand, we were talking 
about organizations here, and when Mr. Robert Merriam or anyone 
else in the Bureau of the Budget speaks, that is not the President, in my 
judgment. That is the Bureau of the Budget. They may speak for 
the President as they think the President might want to be spoken 
for, but it is still the Bureau of the Budget. Now, to lump all of 
these things in, in a reading of the record of the last 2 days, and to 
confront this witness with an interpretation of that ev idence, without 
giving him a chance to look at it and to consider even that type of dif- 
ferentiation, it seems to me is a little unfair. I didn’t mention the 
President. 

Senator Gore. I certainly have no desire to be unfair. 

Senator Hruska. I am sure you don’t. That is why I call it to 
your attention, Senator Gore. 








to 


NOMINATION OF ARNOLD R. JONES 137 


Senator Gorr. To whatever extent that can justifiably mitigate the 
differentiation in position, surely it should be taken into considera- 
tion. What I was undertaking to say and to point out is that on the 
first day Mr. Jones was emphasizing to me, to Senator Cooper, to you, 
to this committee, his ability to exercise an independent judgment; 
his determination to do so, Frankly I think there is some serious 
question that, even though a man is determined to exercise an inde- 
pendent judgment, it is going too far to say that, in accepting the 
appointment in an administrative capacity to an independent agency, 
that he would resign if he could not find it compatible to comply 
with an order of the President of the United States. 

Suppose the Justices of the Court took that position; suppose that 
commissioners on quasi-judicial agencies took that position; suppose 
that all the members of the TVA took that position. It would mean 
that either the serving members of the TVA and other agencies would 
comply with every direction of the President or they would resign, and 
he would appoint someone who would. It would destroy the very 
independent character of the agency. I certainly have no desire—I 
don’t want to be unfair to Mr. Jones; I think I have demonstrated 
that I want to be fair, and if I have been unfair in this particular 
reference then I appreciate the Senator pointing it out. 

Senator Hruska. That is why I called the attention of the Senator 
to it, and I am certain that you have no desire to be unfair. But I 
know, inasmuch as I asked that question, that it didn’t embrace any- 
thing with reference to the President. The answer is obvious when 
you ‘bring i in the court of the United States. That is a coordinate 
branch of the Government. Of course it is not an agency of the 
President. I thought the tenor of the answer given by the witness 
was very reve: ling, and I think they show the character of the man. 
After all, if the President does say this is it, and after negotiating 
back and forth as reasonable men of good faith there is no reconcilia- 
tion between the position of the President and the position of any 
member of that Board, and something had to crack, it is not going 
to be the President. The law says it will not be the President. The 
law says the President may remove that Director if it is going to 
come to one thing or another; but not both. 

That loses sight of the fact that by and large men of good faith 
and men of reasonable restraint have occupied by and large both 
positions in the Board and in the White House. And normally they 
don’t get. to that point where they have to say either you go or the 
other one will go. But I think by and large the testimony which 
you read of Mr. Jones yesterday and the day before and today, as 
he has given it, show that that is basically his position, and I think 
that is the position anyone must take. Certainly he can’t say I am 
greater than the Preisdent when the President has the power of 
removal, a power bestowed by this Congress. 

Senator Gorr. I don’t think the statute gives that specifice— 

Senator Hruska (interposing). The Court said it did. 

Senator SparkMAN. Mr. Chairman, perhaps Senator Hruska wasn’t 
in here a few minutes ago when I called attention to the fact that the 
only instance in which there has been a decision was the Morgan case— 
Dr. Morgan. It is true the Court held in that case that the President 
had a right to remove him on the grounds on which he did remove him, 
which had nothing to do with the administration of the affairs of TVA. 
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Nothing whatsoever. And there is nothing in the act giving the Presi- 
dent the right to remove a member of the Bureau of the Budget. 

Senator Gore. I believe, Senator, that there may be specific stated 
conditions under which the President can remove. — 

Senator Sparkman. Yes, but not just general power. 

Senator Gore. No. And furthermore, is it not provided that Con- 
gress itself can remove by concurrent resolution. So here we have an 
agency as distinctively independent in character as Congress could in 
its wisdom create. I agree with Senator Hruska that there is a differ- 
ence between the judiciary and an independent agency. 

I wish to point out in addition that there is a distinction between 
a member of the President’s Cabinet on the one hand and a member 
of the Federal Trade Commission on the other, or a member of the 
TVA Board of Directors. Asa matter of fact I happen to have before 
me a Supreme Court case in which it was held that the President could 
not remove members of the Federal Trade Commission. 

Senator SparkMAN. The Humphrey’s case. 

Senator Gore. Humphrey’s Executor v. United States (295 U.S. 
602). I would not contend at all that a member of the President’s 
Cabinet should not freely say not unless he could comply with the 
President’s directive he would resign. As a matter of fact he would 
be subject to immediate removal if he didn’t, at the will and wish of 
the President. But I do very seriously doubt the advisibility of a man 
taking the oath which is required to become a member of the TVA 
Board of Directors, with the reservation that he would comply with 
the Presidential directive and if he found he couldn’t he would resign. 
That would, it seems to me, ultimately destroy the independent charac- 
ter of the TVA Board of Directors. 

Senator Hruska. Yes it would, and theoretically too, but that power 
does exist. And where the situation is pushed to that ultimate point 
there must be a top dog in the picture. There has to be someone at the 
top of that pyramid, and it can’t be 2 people if there is room for only 1. 
And the statute and the law and the decision of the court say that. 

Senator Kerr. Would the Senator read the statute 4 

Senator Hruska. I will read the syllabus of Morgan v. Tennessee 
Valley Authority and it is plain, the simple language, that the point I 
make is true. 

T will read syllabuses Nos. 1 and 2: 

The President has inherent power to remove executive officers appointed by 
President and confirmed by Senate, without consent of the Senate, even though 
officer is appointed for a fixed term, and even though the act creating the office 
provided for removal but for stated causes. 

Curtailment by Congress of President’s inherent power to remove executive 
officers appointed by him is not to be implied without clear indication of the legis- 
lative purpose. 


And then it goes on to say, the third syllabus: 


The provisions of Tennessee Valley Authority Act authorizing removal of Au- 
thority Director by President for violating a command to make all appointments 
and promotions on basis of merit and efficiency without consideration of political 
tests or qualifications, and authorizing Congress to remove Authority Director 
with or without cause, do not limit President’s inherent power to remove officers 
appointed by him for other causes than those specifically stated in such act. 


That is just about an absolute power of removal. If things ever get 
to the point where it is either the President’s way about something or 
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a Director’s way about something, and there is no room for two, there 
is no doubt but what the result will be the removal of that Director. 

Senator Kerr. If the President so orders. 

Senator Hruska. If the President so orders. If he doesn’t or der it, 
it means he steps aside in that particular purpose in favor of the view- 
point advanced by the Director. 

Senator Gore. I would like to read another decision. 

Senator Hruska. This is the circuit court deci ision. 

Mr. Jonrs. The Supreme Court declined the hearing. 

Senator Hruska. Refused certiorari ? 

Mr. Jonrs. Yes. 

Senator Gore. This refers to the Federal Trade Commission: 

Such a body cannot in any proper sense be characterized as an arm or an eye 
of the Executive. Its duties are performed without Executive leave, and in the 
contemplation of the statute must be free from Executive control. In admin- 
istering the provisions of the statute in respect to unfair methods of competition, 
the Commission acts in part quasi-legislatively and in part quasi-judicially. 

I submit that the two decisions must be read together. 

Senator Hruska. Not at all. You are dealing, i in one case, with a 
judicial function and, in another, with a proprietary function. In 
proprietary functions there must alw: ays be a chain of command. Un- 
der our American system, however, in judicial functions, there is a 
coordinate branch of the Government. They cannot be read together. 

Senator Gore. Different fields. 

Senator Hruska. And different statutory authority, different con- 
stitutional authority. 

Senator Gore. The Federal Trade Commission hasn’t judicial power 
by regulatory power. 

Senator Hruska. Quasi- judicial. 

Senator Gore. Quasi-judicial. TVA is an independent agency 
charged with spec ific responsibility created by the Congress, such 

responsibilities delegated by act of Congress. It is an independent 
agency which operates as a business institution, and to show that the 
Congress did not intend that it be either an eye or an arm of the Ex- 
ecutive, it provides in subsection F of section 4: 

Provided, That any member of said Board may be removed from office at any 
time by a concurrent resolution of the Senate and the House of Representatives. 

Senator Hruska. But inthe TVA case the President is given express 
power of removal. Something he does not have in the FTC case. 

Senator SpaRKMAN. Would you read that 4 

Senator Gore. I will read section 6 of the act: 

In the appointment of officials and the selection of employees for said corpora- 
tion, and in the promotion of any such employees or officials, no political test or 
qualification should be permitted or given consideration, but all such appointment 
and promotions should be given and made on the basis of merit and efficiency. 
Any member of said Board who is found by the President of the United States to 
be guilty of a violation of this section should be removed from office by the Presi- 
dent of the United States, and any appointee of said Board who is found by the 
Board to be guilty of a violation of this section should be removed from office by 
the President. 

Senator Hruska. And it was that section that was construed in that 
case. And in this case the decision is made that, notwithstanding that 
section 6, the President has express power not only to dismiss 

Senator Kerr (interposing). Inherent power. 
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Senator Hruska. Expressed power in the first place for certain 
stated reason, and inherent power for reasons even beyond that, not- 
withstanding section 6. So this is to be considered as modifying tha 
decision. 


Senator Gorr. Even if that be true. Senator Hruska—and I of 


course must examine the decision—the power to remove would be one 
thing. The power to direct would be another. 

Senator Hruska. That’s right. 

Senator Gore. And here Mr. Jones has said that he would either fol- 


low the directive or resign. I submit that that is a different proposil ion, 


even though the position you take may be correct. 

Senator Hruska. If you give his testimony fair intendment you will 
find that he says this: That if I find that it is not, according to my best 
conscience and the authority under which I am operating—and im- 
pliedly in there once in a while expressly—and if the President insists, 
I shall resign. 

I think it isa fair intendment of his testimony. He won't jump every 
time the President coughs. He is going to go to him as a man of reason 
and as a man of good faith. And if then they cannot reconcile their 
positions, of course he will have to resign. 

Senator Gore. I say in all candor and fairness to Mr. Jones that I 
feel that loyalty and gratitude are admirable qualities. I would not 
want to support any man for this position or a higher or lower position 
who did not have those qualities. But I do not believe it proper for 
one to commit himself in advance to follow a directive of the President 
or resign, when in such a position as a member of the TVA Board of 
Directors. 

I cannot, in all candor, see how a man with such views can take the 
oath of office, required to become a member of the TVA Board of 
Directors, with section 26 in the act. 

I think, after all this colloquy that certainly Mr. Jones ought to 
have the opportunity now, or later if he desires, to take some time to 
make his position clear; he should have that opportunity. 

Senator Hruska. What is section 26? 

Senator Kerr. While he is looking that up, the chairman feels im- 
pelled to make an observation, if he may. 

We have been around this table now for many hours. I have never 
seen men of good will and integrity of purpose dig more vigorously 
or explore more searchingly into the mind of a witness, or into the 
legislative provisions governing situations, even as some of them have 
been interpreted by the cour ts, than has been the case here. 

I want to say that the chairman of this subcommittee was a lawyer 
for many years—an attorney for many years—there are those who in- 
sist there is a distinction between the two, or can be. The chairman 
of this committee has had no little experience in the matter of following 
his original profession as an attorney or lawyer. 

I have spent a good deal of time in study and exploration of the 
legislative background and present legislative provisions with refer- 
ence tothe TVA. I want to publicly acknowledge that I have learned 
a lot out of this discussion. 

I remind the Senators that on the first day we were discussing the 
oath of office. And while there were many men around this table who 
have lived with the TVA since its birth, there was none here who could 
enlighten me on what was in the oath of office or whether or not the 
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requirement that a man taking this oath of office should only, as a 
matter of law, believe in its wisdom and feasibility, or whether he was 
required to so state in his oath of office. 

It was only late in yesterday’s session that a copy of that oath of 
office was made available to this committee, which clearly shows that 
the obligation is on the man becoming a member of this Board, not 
only to observe the law in that regard but that he would also be bound 
by his own solemn affirmation under oath with the same dignity that 
he swears he will support the Constitution of the United States, that 
he believes in the wisdom and feasibility of the TVA Act. 

What I am trying to say is that I think we have all had an oppor- 
tunity to become better acquainted both with the letter and the spirit 
of the TVA Act. Likewise, we have had an opportunity to learn anew 
the tremendous importance of the Tennessee Valley Authority, not 
only to the Nation but especially to the 5 million people who live within 
the area that it serves. 

I know this witness has spent a good deal of time in studying this 
law and this program. I do not understand that he has had legal 
training. 

Mr. Jones. No, sir. 

Senator Kerr. I must say that there are those who believe that the 
disadvantages of one having legal training might at times outweigh 
the advantages because, while a man might not have the benefit and 
development that comes from studying and practicing law, it just 
might be that one not having had that experience would not be 
bound by some of its traditions and maybe fixed convictions, which 
upon occasion, I must say have seemed to me, as some men have 
interpreted them and implemented them, became arbitrary. 

At any rate, the witness has had the opportunity to receive a very 
liberal postgraduate course into the letter and spirit of the Tennessee 
Valley ‘Authority, with the intense concern which men representing 
—_ area have with reference to it and those who become Directors 
of 1 i 

He has answered questions for 3 days. I can see a basis where 
men who sincerely examined him might conclude that there were 
differences in the implications. I can also see how men who tried 
could find a method of reconciliation of them. 

I concur with what Senator Gore has just said, that, in the light 
of all this, and with all of this in his mind, I think it might be well 
to let this witness make any statement he now may care to make in 
the light of the heat that has been developed here and the discussions 
that have been had here, and the opportunity that all of us have had 
to become better acquainted with the Tennessee Valley Authority Act 
and subsequent amendments and judicial interpretations. 

I think Senator Gore’s suggestion that he be permitted to do so now 

r after he has had some time to consider it was very appropriate. 

We are reasonable men, even though at times there is some inclina- 
tion within us to be otherwise, or some intimation by others that we 
might not have lived up to the highest possible exemplification of 
it. With that conviction, and in the hope that we might in a spirit of 
good will proceed with this matter, I want to say to ‘the witness that 
he can now say what he wants to say or we will recess this session 
until Monday morning when he can. 


96528— 57 10 
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Senator Kucue.. Mr. Chairman, I feel somewhat impelled to make 
an observation, if the chairman will approve. 

Senator Kerr. Having yielded to such an urge with myself in such 
an abundant manner, I would be in no position to deny the exercise of 
the same privilege by my colleague. 

Senator Kucne.. I am grateful for my chairman’s continuing exem- 
plification of fairness. 

Mr. Chairman, and members of the committee, and my fellow Sena- 
tors who are here and who have participated in this searching exami- 
nation, I want to say, first of all, that I believe this witness has been 
meticulous in the answers which he has given to questions, sometimes 
reiterated and repeated questions by different Senators, which is a 
little bit disturbing, I am sure, to anyone who has ever been placed 
in that position. It is a little bit different from a court of law where 
the cross-examination is handled by 1 man and 1 mouth, and then the 
record, good or bad, can be judged imparti: ally by the judge who is 
hearing a lawsuit. 

Senator Kerr. Can be and sometimes is. 

Senator Kucnex. Indeed. I want to say this, also, because I am 
trying to be helpful here. When I was in State government I had 
some obligation to work with men who belonged to the same profession 
as Mr. Jones—certified public accountants. They were on the staff 
of an office which I was connected with. And I think one thing that 
anyone whose mind runs toward accounting, as exemplified by a certi- 
fied public accountant, which stands out, is that it 95 sa man answer 
a question not only accurately, but accurately to the “X” digit. That 
is what this gentleman has done. 

Senator Gorr. Vth digit. 

Senator Kucuen. I will even make it “X.” That is what he has 
done. I don’t think there is any doubt about the complete fairness of 
my colleague, Albert Gore. I told him that the first day. His ques- 
tions were relevant, they were searching. He had a right, he had a 
duty, to ask those questions. 

And that also is the position which I ascribe to the Senators who 
have come here from outside the committee and gone over much of the 

same ground, I am going to say that when the time comes to sit in 

judgment on the nomination that the President has made, I hope 
Senators will not use the several answers to the several questions— 
several repetitious questions which have been asked here—as a basis 
to impeach this witness (a) in his credibility, or (4) on a desire to 
give you his brains on this table and let you decide. 

I see absolutely nothing that is controversial in the answers that 
this witness has given. I think it is to his credit to say that if the 
man to whom he feels a loyalty directs him—that is a supposition, 
but we have a right to suppose, to ask suppositious questions—directs 
him to do something that he believes is inc ompatible with the statute 
under which he is functioning, that he will resign. It is to his credit. 
I hope that doesn’t happen. I don’t think it would happen. It is a 
supposition and we can indulge in a supposition. 

Next he says, if the President made a request—I don’t know whether 
the word was “directive” in the question or not, at any rate if the 
President indicated to him something that he hoped might be done 
and it wasn’t inconsistent, he would try to find a ground by which to 
accede to what the President suggested. 
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I want him to answer, when he makes this discussion, what was in 
his mind when he said that, because I believe that what was in his 
mind was that if the President asked him to do something that was 
in no sense a violation of the intention of Congress in passing the 
statute—and my conception of that contention is right alongside 
Brother Sparkman and Brother Hill and my friends, the brothers 
from Tennessee—I believe that he intended to demonstrate that if 
such a request was made that was totally in keeping with TVA, but 
considered perhaps a deviation from the historical policy in one spe- 
cific regard, that he would try to work it out. What came to my 
mind, gentlemen, was with respect to this sale of bonds that I hope 
will be a function of the Board if Bob Kerr’s bill passes. I think 
maybe in the sale of bonds by this agency of Government in the overall 
problem of the money market, it might be that the President would 
say I hope that you will sell these bonds in a fashion that does not 
constitute a depressant upon the money market in connection with 
bonds that are going to have to be wid by the Federal Government 
through the Treasury. That at least came to my mind when he 
said it. 

But whatever any Senator does to vote this nomination up or down, 
I very much hope that he will disabuse his mind of any change in 
position which this witness may be alleged to have made in answering 
questions on one day from the next, because I will tell you, I don’t be- 
lieve there has been a change of position. And I think the questions 
which were alluded to by my good friend Albert Gore can line up 
in a line and demonstrate that the witness has followed a consistent 
pattern of meticulously answering as best he can the questions that 
have been asked around this table. 

I want to say that, Mr. Chairman, because I have devoted several 
minutes here to reading decisions and whether or not the witness had 
in mind what the President’s rights were either arbitrarily or not in 
enforcing his powers of removal from office. AJl those things have 
got to be taken into consideration. And it is extremely difficult to 
find the truth unless you have one person answering questions, and 
that is not a part of the basis on which we operate here. 

So let us, in demonstrating the fairness which I know all of us have, 
not take the words on one day and the next and arbitrarily determine 
that there has been a change of heart or a change of position. 

Senator Carroii. Mr. Chairman? 

Senator Kerr. The Senator from Colorado. 

Senator Carrotu. Have you finished, Senator Kuchel ? 

Senator Kucuet. Yes, sir. 

Senator Carrot. I would like to say that I think unless this com- 
mittee and the Congress acts on this, as I read this Morgan case, the 
Congress has really in a sense lost control of TVA because the Morgan 
»ase holds very clearly, and I will give you the reading of it: 


It requires little to demonstrate that the Tennessee Valley Authority exercises 
predominantly an executive or administrative function. 


That is the holding of this decision. 
It is predominantly an administrative arm of the executive department. 


It distinguishes the Myers case, on which there are three vigorous 
dissents, and it distinguishes the Humphrey’s case because it is quasi- 
judicial. 
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On page 993 of this decision, and which the chairman's question 
was so pertinent to here, if I might have a question or two of Mr. 
Jones, it seems to me the issue that the President has laid down or 
that the chairman has laid down here is the question of your philos- 
ophy as an administrator under an arm of the executive branch, op- 
erating under the executive branch, this question of withholding funds 
for development of TVA. 

It is my information—and I am subject to correction—that there was 
one Director appointed by this administration who has been withhold- 
ing or obstructing, and is stubborn about, the use of funds. So the 
crux of this whole thing is the question of whether or not your philo- 
sophy is such, coming from the Bureau of the Budget, that being under 
this decision—it is an arm of the Executive—that you would or would 
not pay attention to the Bureau of the Budget for giving definitions on 
the scope of the intent of the TV A. 

Mr. Chairman, we had a little example of that the other day in 
Senate Joint Resolution 148. We find that the Bureau of the Budget 
is taking the acts of Congress, and where there is ever the slightest 
doubt, where there is the slightest period of no-man’s land in it, we find 
the Bureau of the Budget, to use their own term, giving it definitive 
interpretation. 

So I think that is the question, at least in my mind. I have had a 
very fine recommendation from a former Kansan who now lives in 
Colorado about you. But to me it is a question of philosophy. There 
is no question in my mind now, as I read these decisions—you are going 
in, you are appointed by the President of the United States. In this 
decision is set out many things that have to be done and were done 
by the President of the United States. I will give you some of them. 

For example, quoting from page 993 : 

It is one of the duties of the President to authorize investigations under the 
provisions of the law, to see whether there is any undue or unfair advantage given 
to private persons, partnerships, or corporations, or by any officials or employees 
of the Government. 

This is a very serious question, Mr. Chairman, that I have had 
raised by reading, as much as I could raise from reading into the back- 
ground of this, and it goes to the philosophy. 

Senator Gore. Will the Senator yield ? 

Senator Carroiy. I will be glad to yield. 

Senator Gore. Insofar as the decision affects the power of removal, 
one clear conclusion has been reached. But the oath of office which a 
member of the TVA Board takes derives from the act itself, and his 
responsibility, and his obligation derives from the TVA Act and he is 
bound by the TVA Act, and the oath of office which he takes. 

The point I was attempting to raise is that it would seem to me in- 
consistent with the oath of office and the TVA Act for a person nomi- 
nated to be a member of that Board to commit himself in advance to 
follow the directives of the President or resign. It seemed to me he 
must either have that reservation or not have it. And if he has that 
reservation, I personally do not see how a man could take the oath 
of office. 

Senator Carrot. I think there is considerable merit to that. But 
the point I was making legally here is that we can remove: of course 
Congress can remove. But the President m: ry remove, also. There ts 
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no question about that. What the Congress failed to do is to set out 
clearly and specifically enough, and it says in this decision : 

The courts recognize however that between what was decided in the Humphrey’s 
case and what was held in the Myers case there still remains a field of doubt, and 
that cases falling within it must be left for future consideration and determination 
as they arise. 

I think Congress would have the power right now, if we desired 
to, to place a limitation upon the President’s right to remove, despite 
the Myers case and despite the reasoning of the Humphreys case. But 
it seems to me this goes back, Mr. Jones, to a question of philosophy. 
It is the question of an individual who is going in, who is going to 
be bound by directives of the Bureau of the Budget. We are going 
to give this a tight consideration. We are trying to find a “no man’s 
land” in congressional intent. Or whether you are going into a place 
of this importance with a free and open mind, but more than that, 
with a philosophy, a philosophy of the TVA, not the philosophy of 
the Bureau of the Budget or of private power companies who have 
been trying to cripple this program through the years. 

It seems to me it is a question of philosophy. Do you think you 
have that philosophy ’ 

Mr. Jones. Yes, I do. 

Senator Carrott. Did you have that philosophy when you were 
in Kansas as a member of the utility commission there ¢ 

Mr. Jones. I think I did; yes, sir. 

Senator Carroii. Were you responsible for promulgating some of 
the Kansas laws with reference to REA’s? 

Mr. Jonrs. No, sir. 

Senator Kerr. He testified here yesterday, Senator—I don’t know 
whether you were here or not—that the law the legislature passed 
implementing the dual performance principle was done in spite of 
the unanimous recommendation of the Board, of which he was a 
member, against it. 

Senator Carrot. I have read that. I was not here but I had read 
that. Thank you, Mr. Chairman. 

Did you promulgate regulations in pursuance of that law which 
were later regarded as quite restrictive? I say you—you and your 
commission 4 

Mr. Jones. The commission did promulgate regulations which ap- 
plied to all utilities, REA’s and others. 

Senator Carrot. Has this been brought up, Mr. Chairman? I 
don’t want to encumber the record ? 

Senator Kerr. I would say that I don’t know whether that question 
was asked or not. The field was explored rather extensively. 

Senator Carrot. I might pursue one or two questions. 

Were you on the commission at that time? Did you help promulgate 
those regulations? 

Mr. Jones. I don’t know what regulations you are referring to 
Senator Carroll. 

Senator Carrott. The regulations we just talked about, the law 
that was just passed in Kansas. I say just passed—at the time of 
our discussion, in 1942, as I recall. 

Senator Kerr. His testimony was that he recommended against 
the provision of the law when it was under consideration, but that, 
after it was passed, he carried it out. 
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Mr. Jones. That is correct. 

Senator Carrotu. I am asking whether or not he drafted the regu- 
lations, because I assume the law was not complete in itself, and you 
had to implement it with regulations. 

Senator Hruska. Of course regulations would have been made 
for all subsequent years to the passage of the law. 

Senator Carroiy. I am asking whether he participated in the form- 
ing of those regulations after the passage of the law, if there were 
any passed. I don’t know. I am asking. 

Mr. Jonxs. This becomes a complicated thing, of course. The prob- 
lem with regard to REA’s in Kansas was that the Democratic com- 
mission which preceeded our commission had made a determination 
that they were subject to ordinary public-utility regulations. The 
1941 act simply confirmed that and stated again that REA’s were 
public utilities and therefore subject to the public-utility regulations. 
That in turn of course resulted in making them subject to regulations 
that had been issued over the years in the regulating of utilities. 

There were a few changes in the regulations applying to all utili- 
ties while we were members of the commission. I do not recall any 
that were specifically brought about because of REA, with the excep- 
tion of one on inductive interference. Again this applied to all utili- 
ties in Kansas and was made following a court decision, in accordance 
with the court decision. 

Senator Carroiy. That is all. I don’t want to interfere. We are 
getting close to the noon hour. The witness may want to answer 
others. 

Senator Kerr. He can continue with Senator Sparkman, or the 
witness may make a statement, or if the witness wishes, the Chair 
would be disposed to recess the hearing until Monday morning when 
he could make it, if he wanted that amount of time to prepare any 
statement that he would like to make in the light of questions asked and 
discussions had here. 

Mr. Jonrs. Mr. Chairman, I would like, if I may, to reserve the 
right to make such a statement on Monday morning except that I 
would like to make two statements at the moment. 

Number one, any testimony that I have given in this hearing ap- 
plies to any President. I have great respect for the President of the 
United States. And I am not testifying concerning the present Presi- 
dent in any different thoughts or any different capacity than the other 
Presidents that might be in that office during the time that I might be 
a Director of TVA. 

Secondly, I would like to point out that I had sought legal interpre- 
tation of the question of the power of removal before I came to testify, 
and I was under the impression of the conclusion which I understand 
was reached here, that the President does have the power of removal. 
So that there is a basis for expecting a response. Other than that, 
Mr. Chairman, I would like to make my statement Monday morning. 

Senator Kerr. Very well. Senator Sparkman ? 

Senator Sparkman. Mr. Chairman, I will bring it to an end very 
quickly. I want to say with reference to the Morgan case, I had not 
read that decision recently but I think I have a very clear recollection 
of it. I don’t think there is anything in the Morgan case that takes 
away from the TVA either status as an independent agency, or that. 
gives to the President the right to direct what the Board of Directors 
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shall do. It is true it confirms the right, the inherent right of the 
President to remove for cause, and the cause here was something that 
did not relate in any way whatsoever to the carrying out of the policies 
of the TVA. It is an entirely different matter and ‘the court sustained 
that as having been a sufficient cause. 

The impor tant thing is, and as I have stated heretofore, is the main- 
tenance of TVA as an : independent agency and not subject to the con- 
trol of the President, the Bureau of the Budget, by direct directive to 
the Board of Directors, but instead dependent on the Board of Direc- 
tors to stand on their own feet to operate an independent agency. And 
it was that conception of Mr. Jones that I was particularly concerned 
with. 

Senator Krrr. I think it is very appropriate. Did you understand 
that he made a very clear distinction in his testimony as to what his 
attitude would be if the Bureau of the Budget directed him and what 
it would be if the President personally directed him ¢ 

Senator SparkMan. Yes, I caught that distinction. But I think 
certainly all of us in Congress have seen it clearly demonstrated that 
the budget is really the P resident when it speaks. 

Senator Kerr. Do you mean as of this moment or as a matter of 
history ? 

Senator Sparkman. I can’t recall—I haven’t been here as long as 
my colleagues or some of these others—but as far back as I can recall 
it has always been that way. 

Senator Kerr. I had felt that it was kind of like our tenure here, 
which started in as being temporary and gets more so all the time. 

Senator Sparkman. Fr ankly I think that as we go along it does 
become tighter. I think it is more or less a natural thing. 

Senator Kerr. It would be a bleak outlook indeed to the Senator 
from Oklahoma if he thought there were no hope in the future that we 
might have a President whose influence with the Bureau of the Budget 
would be greater than that of the Bureau of the Budget with the 
President. 

Senator Sparkman. As I interpret it the Bureau of the Budget is 
an agency of the President. 

Senator Kerr. All right. 

Senator Sparkman. It is an executive office, it is usually referred 
to as the President’s Budget Bureau. And when the message is sent 
up it is the President’s budget message. And we know that when a 
piece of legislation—and I am sure that the Senator from Oklahoma 
has felt irritated by this perhaps as often as I have—when a piece of 
legislation that involves not the expenditure of a single dime comes 
before a legislative committee, that the committee almost always be- 
fore it moves gets a re ‘port from the Budget Bureau which sometimes 
says that this is not in keeping with the President’s program and, 
therefore, we recommend against it. 

I think that indicates the deference we pay to that; it indicates the 
extent to which the Budget Bureau does speak for the President of 
the United States. I don’t believe—I want to make this clear—I 
don’t believe that the President of the United States, be he Republican 
or Democrat—I, too, Mr. Jones, make no distinction—I don’t believe 
he has the right to direct the Board of Directors of the TVA as to 
what they should do or should not do; that it is inconsistent with the 
law laid down by Congress. 
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Mr. Jongs. I certainly agree with you. 

Senator Sparkman. We did have an example that was a clear 
demonstration of the effort of the President to do that, and that was 
the Dixon-Yates. If we from the TVA area seem greatly concerned 
about this it is because we did experience there another nominee that 
was confirmed by the Senate only a couple of years ago that knuckled 
down to the President’s directive and was willing to sign that Dixon- 
Yates contract, and had it not been for the other two members of the 
Board who withstood the President’s directive and declined to sign, 
we would have had an act virtually destroying the independence of 
this agency. 

Senator Gorr. Will the Senator yield ? 

Senator Carrotn. Will you yield? 

Senator SparkMAN. I have taken up too much time, Mr. Chairman, 
and I will yield at this point. 

Senator Carroty. I would like to make an observation. I think the 
record ought to show that there is a very close liaison between the 
Bureau of the Budget and the President’s legal counsel. As I under- 
stand it—— 

Senator Kerr (interposing). I know of no record—and I would be 
glad to be informed of it if it is existent—that there is very closely 
an assent between the Bureau of the Budget and the President’s chief 
counsel or between the Bureau of the Budget and the President him- 
self. 

Senator Carroti. I would say that the practice—I can’t speak for 
this administration—the practice has been that the Director of the 
Bureau of the Budget is in direct conference with the President, but 
clearly the President can’t know everything. 

Senator Kerr. I contemplate the possibility that there are some 
things that he doesn’t know. 

Senator Carroti. The record here is that Mr. Jones has been recom- 
mended by the President’s counsel and General Persons—— 

Mr. Jones. I discussed the appointment with him. 

Senator Kerr. Is there anything in the record where the President’s 
counsel has spoken on the matter / 

Senator Carroti. I understood Mr. Jones’ testimony on this this 
morning. 

Senator Sparkman. He said Jerry Morgan and Jerry Persons dis- 
cussed the appointment. 

Senator Carrott. What position does Jerry Morgan hold in the 
executive branch ? 

Mr. Jones. Jerry Morgan, I believe, is special counsel to the Presi- 
dent. Jerry Persons, General Persons, is assistant to the assistant to 
the President, I believe; as far as their positions are concerned. I did 
not say that either of them recommended me. 

Senator Kerr. I didn’t hear that statement made. 

Mr. Jones. I did discuss it with both of them. The record is clear 
that the President of the United States sent my nomination to the 
Senate. 

Senator Carroiy. I was under the impression from your testimony— 
T am glad to have it corrected—that when the question wis asked 
whether you had visited the President you said “No.” 

Mr. Jones. That is correct. 
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Senator Carroiy. That you had discussed the appointment with 
Jerry Morgan and General Persons. 

Mr. Jonrs. That is correct. 

Senator Gore. And Mr. Brundage. 

Mr. Jones. That is correct. 

Senator Kerr. That is correct. But I knew of no record that either 
of them had made a recommendation to this committee about him. 

Senator Carrouu. I wasn’t speaking of the committee. I was think- 
ing of the President himself. I am merely trying to show the relation- 
ship. It isa very important one—between the Bureau of the Budget 
and the special counsel of the President. Not whether it is in this 
administration but in the general practice of things. 

Senator Kerr. This witness said that he sent a letter up here with 
his signature up here, that came from the Bureau of the Budget, but 
that he did so, not as his opinion but as an administrative act, and that 
in fact there were a number of things about it which he personally did 
not agree with. 

Senator Gore. And he had not discussed it with the President. 

Senator Kerr. Yes. Senator Hill? 

Senator Hint. Might I intrude for a minute on this question ? 

Senator Kerr. I want to say to my great friend that I will be happy 
to say that it is all right for him to do so, but I have the gravest of 
doubt as to whether he can; that is, intrude for just a minute. 
(Laughter. ) 

Senator Hix. It will take me only a minute, Mr. Chairman. It 
is as to this question of the Bureau of the Budget and its relations 
to the President of the United States. 

May I say that I hold in my hand a copy of the hearings on the 
Kerr bill and other bills amending the TVA Act. These hearings, 
on pages 6 through 8, contain the letter that we talked about a good 
deal, signed by Mr. Jones, addressed to Senator C havez, chairman 
of this committee, under date of April 29, 1957. The heading is, 
“Executive Office of the President, Bureau of ‘the Budget, W ashington, 
D. C., April 29, 1957.” Which shows very clearly, there is no question 
about it—under the law, as a matter of fact—the Bureau of the 
Budget is an integral part of the Executive Office of the President. 
That speaks for itself. So all who read may understand that office is 
in the Executive Office of the President of the United States. 

Senator Gore. Will the Senator yield ? 

Senator Hii. Yes. 

Senator Gorr. It seems to me that one question involved here— 
perhaps the principal question—is whether or not the TVA Board 
of Directors is to be free to exercise and in fact does exercise its best 
judgment and discretion in the administration of the TVA. Whether 
a directive of the President is compatible or whether it is not com- 
patible with the TVA Act, the freedom of the Board to exercise its 
best judgment as to what is in the public interest and in the interest 
of the TVA must remain, and it is the freedom to exercise that. best 
judgment which must be preserved. 

Senator Hii. In that connection may I say this, Mr. Chairman: 
that that freedom must not only remain, but that was the very defi- 
nite, the very clear intent. of those who drew this act. I happened 
to sit in on the drafting of this act and I know what that intent was. 
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And that intent is sustained in the very language of the act in a num- 
ber of places, but two particular places to which I will call the com- 
mittee’s attention. One is where the act does an unusual thing—you 
won't find it in many agencies—providing that a member of said 
Board may be removed from office at any time by a concurrent resolu- 
tion of the Senate and the House of Representatives. That was put in 
there so that that Board might have its freedom, subject only to the 
control and accountability to » the C ongress of the United States. You 
won’t find that in other acts. It was “put in there that we might have 
this independence, that they might have their freedom. 

Senator Kerr. From the executive ? 

Senator Hitt. From the Executive. From this Executive Office of 
the President. The freedom from the President. May I also call your 
attention to another provision of this act, which we put in there with 
much deliberation in order to insure this freedom and ern 
and that was in giving to the members of the TVA Board a 9-yea 
term of office, and staggered terms at that, too, Mr. Chairman, none 
of these members terms run concurrently. They are staggered. And 
we provide for 9-year terms. Also, Mr. Chairman, at the time this act 
was written no President had served more than 8 years. We wanted to 
make sure, in giving them these 9 years, that these men would be abso- 
lutely free. 

Another point too that I would call attention to in this act: we did 
provide in one place that the President could remove a member of this 
Board. The Senator is an able lawyer, the chairman of this committee. 
He knows when you set out one proposition the intent there, and the 
result is to exclude the others. We provided that any member of said 
Board who is found by the President of the United States to be guilty 
of this violation—that is a section dealing with politics—that there 
should be no political test or qualifications for appointment to the 
TVA, but that these appointments should be based solely on merit and 
efficiency. We did provide that in that case if the President found 
there was a violation of that section, then the President should re- 
move the member of the Board from office for violating that section, 
but this section was written in to show that that was one instance where 
we were giving him power on this Board, on the other hand the power 
over this Board was in the Congress. And as a matter of fact the 
United States Senate and the House of Representatives, provided by 
concurrent resolution, a resolution that no President signs, no Presi- 
dent has to sign, that becomes effective when it passes the two Houses. 

I emphasize too, Mr. Chairman, why a 9-year term? Most of these 
terms are 4 years. Nearly all these Commissions in these bodies, even 
your quasijudic ‘ial bodies’ get a 4-year term, maybe a 6-year term. We 
gave them 9 years that they might be free. And as Senator Spark- 
man has said, had the Board not been free, had it not been independ- 
ent, and had two of the members of that Board not had the courage 
and the will to maintain that independence, your Dixon- Yates con- 
tract would have been signed by the TVA Board. It would most 
probably be in effect today, that Dixon-Yates thing which was aimed 
for the destruction of TVA. Because whenever you require TVA to 
get its power from the private power monopoly, whenever you put 
TVA at the mercy of the private power monopoly, sir, you have 
thrown Little Red Riding Hood into the arms of the wolf. 
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That is what this is all about, and the truth of the business is, Mr. 
Chairman, but for the independence of this Board as written into the 
Jaw, and as that Board has exercised that independence, the TVA and 
the people of the Tennessee Valley today would be faced with starva- 
tion of power. But that Board, in spite of the efforts of the Executive 
Office of the President, acting through the Bureau of the Budget, had 
the courage to go ahead and invest the proceeds from its power reve- 
nues to put in additional units. But for the fact that those additional 
units have been put in, but for the fact that they are now being put in 
through these proceeds from power revenues, today in the valley those 
people, over 5 million of them, 150 municipalities and REA co-ops 
would be faced with starvation in power, do you know, sir, over the op- 
position of the Executive Office of the President, and done over the 
President’s appointment on the Board of the man who I said in the 
beginning and who I now say has betrayed the Congress, betrayed the 
people of the valley, one General Vogel. : 

Let me add just one word. Mr. Jones has said that he thought that 
the Kerr bill would give the Board more flexibility and more inde- 
pendence. But he thought that TVA could live and get along all 
right under the provisions as written in the letter, that is, to put TVA 
under the Budget Control Act. If TVA had been under the Budget 
Control Act, as Mr. Jones said he thinks TVA could live under that 
act, that he could live under it, the people down there would be starv- 
ing for power today, because under that act the Board could not have 
had any authority to go out and do what they have done, use those 
power proceeds, these power revenues to instal] these additional units. 
The Bureau of the Budget fought that proposition. They even tried 
to get the House of Representatives to take action to deny the use of 
these proceeds. 

So if Mr. Jones’ opinion had prevailed, we would be faced with 
starvation, 5-million people, in their needs, their demands, their neces- 
sities for power. 

Mr. President—Mr. Chairman—— 

Senator Kerr. Stay where you are. 

Senator Hitt. I want to thank the chairman and the members of 
this committee. 

Senator Kerr. I want to say that any lack of consistency with what 
you did and what you said was more than made up for by the addition 
to the remarks, and now I see that you are withdrawing it. 

Senator Hix. The addition was that I was going to thank the 
chairman and the distinguished members of this committee and ex- 
press my appreciation. 

And as Albert Gore would say, with grateful heart. 

Senator Sparkman. Mr. Chairman, I appreciate the kindness of 
the committee—— 

Senator Kerr. Just one moment, Senator Sparkman. 

If the senior Senator from Alabama is through, the Chair wants 
to use just 1 minute for an observation. Youare through ? 

Senator Hix. Yes sir. 

Senator Kerr. I want to thank the great Senator from Alabama for 
his remarks and say that neither is there a more eloquent voice nor 
greater heart and greater brain in this Senate than those that go with 
the distinguished Senator from the State of Alabama. As his re- 
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marks were addressed to the action of the TVA Board of Directors, 
both in the matter of the Dixon-Yates contract and the expenditure 
of power revenues for the investment or installation of additional 
power-generating units, the Senator from Oklahoma is in complete 
accord with what the Senator from Alabama has said. 

And to go back to the witness, if I were the witness, and if I were 
contemplating membership on this Board, I would feel that there 
would be no higher obligation of loyalty to the man who appointed 
me than to carry out the law applicable to the position. I personally 
would cross the bridge in my own mind before I took that oath of 
office, that having taken it, having put my hand to the plow, I would 
plow that furrow out in accordance with my conviction until my term 
expired or I was removed from that office by an act beyond my control 
or providential action. But then I respect the right of the witness to 
draw his own conclusions and reach his own decision. As he has said, 
he will go further into the matter on Monday morning. And now, 
Senator Sparkman, having permitted me to make those very brief 
remarks, if you have further questions you have the opportunity to 
ask them. 

Senator Sparkman. Thank you Mr. Chairman. No further ques- 
tions. I am grateful to the committee and to Senator Kefauver for 
letting me come in at this time. 

Senator Kerr. Senator Kefauver, we would go until 12:30 or 
12:35 if that would be of any benefit to you, but if it would not, 
then we will recess until Monday morning. 

Senator Krrauver. Mr. Chairman, the line of questions that I 
would embark upon, I believe we would only get started on in 8 
minutes, 

Senator Kerr. How much additional time do you think you will 
need, Senator? 

Senator Keravuver. Mr. Chairman, I think that it would denend 
upon the length of Mr. Jones’ answers of course. I would think 
about an hour. 

Senator Kerr. Suppose we agree that on Monday morning, be- 
ginning at 9:45, that we will accord the Senator from Tennessee 
an additional hour. 

Senator Kreravver. Mr. Chairman, I appreciate that and I think 
it would be ample. But of course I don’t know what turn the hear- 
ings may take. 

Senator Kerr. I say to the Senator that there are other Senators 
who want to ask questions, and we have other witnesses that we want 
to hear. 

Senator Keravuver. I will make it just as brief as possible. 

Senator Kerr. I will say in the event that an additional hour is 
not sufficient for him, then we will interrupt and let others have their 
turn and then at some time come back to the Senator. 

Senator Krravuver. Whatever arrangements you make, Mr. Chair- 
man, will be all right. I do have 2 or 3 lines of inquiry I want to 
pursue. 

Senator Kerr. We will recess until 9:45 Monday morning. 

(Whereupon at 12:25 p. m. the committee was adjourned to re- 
convene on Monday, August 26, 1957, at 9:45 a. m.) 
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MONDAY, AUGUST 26, 1957 


Untrep StTares SENATE, 
CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 9:55 a. m., in room 
412, Senate Office Building, Senator Kerr presiding. 

Present: Senators Kerr, Gore, Scott, Kuchel, and Cotton. 

Also present: Senators Kefauver, Carlson, Schoeppel, Hill, and 
Stennis, and Congressmen Avery and Jones. 

Senator Kerr. The committee will be in order. 

I have a telegram here that will go into the record. 

(The telegram referred to follows:) 
ARNOLD JONES, 

Presidential Hotel, Washington, D. C.: 


Re Arnold Jones, Appointment Director TVA Authority: As a long time 
Democrat may I extoll Arnold Jones not just defend him. I see by the press 
that his ability is unquestioned. That is as it should be but more than that heisa 
man of integrity. While I was in charge of the Kansas State College Endow- 
ment Association, I had the privilege of working closely with Arnold and can 
testify to his sincerity in all things. For your information and the record the 
institutions of higher learning in Kansas are governed by a board of regents. 
They make the rules and policies for each institution to follow. First as 
comptroller and later as dean of financial administration, I know that Arnold 
Jones administered the finances without reservation whether he approved all 
the policies or not. In 1942-43 as Acting Head of the Poultry and Egg Section 
of the Office of Price Administration I appeared before a Senate committee the 
time I was privileged to be heard left me with a high estimate of the work and 
worth of committee hearings and procedure. 

I have ever appreciated the fine reception I received and wish the same 
for Arnold Jones. I submit this telegram for the record if you please and with 
all my respects. 

ARTHUR F. PEINE. 

Senator Kerr. All right, Mr. Jones. 

Mr. Jones. Good morning, Senator. 

Senator Srennis. Mr. Chairman, may I say one word before you 
are ready to start. I want to thank the Chair for a place on the list 
there of those that are privileged to question Mr. Jones, even though 
I am not a member of this committee. 

I understand Senator Kefauver is going to finish and the Appro- 
priations Committee is meeting to mark up the so-called foreign aid 
bill. Would the Chair excuse me now ? 

Senator Kerr. We will call you when Senator Kefauver is through. 

Senator Stennis. I want to stay and hear this until I have to leave 
for that meeting. Thank you. 

Senator Kerr. The good Senator from Mississippi was long a mem- 
ber of this committee. He was a member of it when I came to it 
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and took me by the hand and guided me through some strange waters, 
as I became acquainted with this committee, ‘and its responsibilities, 

Senator Stennis. I would like to be here now too. Thank you. 

Senator Kerr. All right, Mr. Jones. 

Mr. Jones. If I may, I wish to again summarize my attitude toward 
a TVA Directorship. As I have previously testified, I profess a be- 
lief in the feasibility and wisdom of the TVA Act. Tf confirmed by 
the United States Senate, I will vigorously and with determination 
devote my efforts to TVA and will ‘hold my responsibilities to TVA 
above all other responsibilities, except, of course, those overriding per- 
sonal responsibilities to my family. 

As one of the three Directors of TVA I will administer the TVA 
Act to the best of my ability and understanding in accordance with the 
intent of Congress as expressed in the TVA Act and amendments 
thereto. 

I will joi with the other Directors or will individually support 
forward looking plans and recommendations for the development of 
TVA, to the Congress and to the President. I will give due considera 
tion to suggestions made by anyone who I believe to be appropr iately 
concerned with the affairs of T'V A, including groups and individuals 
who wish to make suggestions for the further development of TVA. 
In all cases, however, 1 will act according to the dictates of my own 
conscience, convictions, and judgment as to what is good for TVA, 
and I will follow to the best of my ability such legal course as may be 
necessary to execute my conclusions. 

Further, if any President of the United States should ask the TVA 
Directors either to follow a general course of action or to take some 
specific action, I would, of course, give such request every considera- 
tion. 

If I determined that the request was not in accord with the intent 
of the TVA Act or in my opinion not in the best interest of TVA I 
would not favor doing it, and I would then follow such legal course 
as I consider to be the best interest of TV A. 

Senator Kerr. All right, Mr. Jones, does either member of the 
committee want to question him before Senator Kefauver starts any- 
thing with reference to the statement he has just made? 

Senator Gort. Mr. Jones, you have made this statement after due 
consideration ? 

Mr. Jones. Yes, sir. 

Senator Gore. Before making the statement, did you examine the 
record of your own statements before this committee during the past 
3 days when you were testifying ? 

Mr. Jones. Except for the last day and I did not have that record. 

Senator Gorr. You did examine your testimony for the first 2 
days? 

Mr. Jones. Yes, sir. 

Senator Gore. Upon the examination of that record, did you your- 
self ascertain that there was a difference in emphasis, the first day the 
emphasis being upon exercising responsibility to exercising independ- 
ent judgment and the second day more emphasis was plac ed upon com- 
pliance with a request or recommendation of the President of the 
United States? 
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Mr. Jones. As I believe I indicated in my statement which I made 
at the opening of the session the third day, there was a difference in 
emphasis. 

Senator Gore. Now, after examination of the record and after due 
and careful consideration, this is your final and full position in this 
regard ¢ 

Mr. Jones. Yes, sir, and anything I may have testified which may be 
be inconsistent with this statement, I would want this statement to 
stand. 

Senator Gore. Thank you, Mr. Chairman. 

Senator Kurr. Senator Scott ? 

Senator Scorr. No. 

Senator Kerr. Senator Kefauver. 

Senator Kerauver. Thank you, Mr. Chairman. 

Mr. Jones, on seven occasions, in response to questions that I put 
to you on Thursday and in response to several questions by Senator 
Gore and Senator Cooper on Wednesday, you stated that you would 
do what you thought was best for the TVA and try to carry out the 
TVA Act but when it came to a point where you had a definite direct 
order or directive from the President of the United States, that if you 
could not follow that, you would resign ? 

Mr. Jones. I believe that is in the record; yes, sir. I would like 
to change that statement at the moment to say that I would follow 
whatever legal action was available to me that I considered to be the 
best for TVA. 

Senator Keravver. But that was the definite testimony of those 2 
days that you made and I have summarized them fairly, have I not ? 
You would follow the TVA Act to the best of your ability but when it 
came to a directive from the President—— 

Senator Kerr (interposing). The witness has said that was his state- 
ment. 

Senator Krerauver. Now you say you want to change that, that you 
would then follow such legal action as may be indicated or 

Mr. Jones. May be available to me. 

Senator Krravuver. May be available to you. Just what do you 
mean by “legal action,” Mr. Jones ? 

Mr. Jones. Within my legal rights asa Director of TVA. 

Senator Krrauver. Does that mean you would or would not follow 
the directive of the President ? 

Mr. Jones. It would depend on the facts at the moment. I would 
follow my own convictions so long as it was within the law. 

Senator Kerauver. And then what would you do then? 

Mr. Jones. I think that is a complete statement, Senator. 

Senator Keravver. Well, one of the questions I asked you was, if 
the President of the United States directed the TVA directors to sign 
the Dixon-Yates contract, and two of them refused to do so, what 
would you do under a similar circumstance ¢ 

Mr. Jones. If I were convinced it was not within the interest of 
TVA and the intent of Congress as the TVA Act was written, I would 
not do so. 

Senator Kreravver. You would not resign? You would not under 
those circumstances submit your resignation ? 
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Mr. Jones. Not necessarily. 

Senator Kerauver. When would you and when would you not ? 

Mr. Jonrs. Senator, I cannot speculate on that possibility until I 
know what all of the facts are. 

Senator Krravuver. Well, I am assuming facts where you feel that 
one thing is best for the TVA, and then the President directs you and 
orders you to do something else. When would you stay on and when 
would you resign ? 

Mr. Jones. Whenever it was in the best interests of TVA. 

Senator Kerauver. When would that be, Mr. Jones? 

Mr. Jones. I cannot speculate on that, Senator, I do not know what 
the facts might be. 

Senator Kr FAuveR. Now, do you then modify your testimony to say 
that under a set of circumstances like that, where your best judgment 
came into conflict with an order of the President, that you might or 
might not resign, depending upon the circumstances ? 

Mr. Jones. I would have no hesitancy in declining to resign. 

Senator Keravver. Is that a fair statement, that you might or might 
not resign, depending upon the circumstances ? 

Mr. Jones. Senator, I cannot speculate on what may happen in the 
future. 

Senator Keravver. Well, can you tell us under what circumstances 
you might resign / 

Mr. Jones. No, sir. 

Senator Keravuver. Under what circumstances would you refuse to 
resign ? j 

Mr. Jonrs. Whenever it was in the best interests of TVA. 

Senator Keravuver. Then you mean that you would not feel that 
the directive of the President was of paramount consideration in your 
mind ? 

Mr. Jonrs. No, sir, it would not be. 

Senator Krravuver. Well now, Mr. Jones, you had given the TVA 
Act a great deal of study before you came up here the first time, you 
have testified, and your first testimony was clear and unequivocal that 
you would resign when you had a directive from the Presi dent that you 
could not follow. What has caused you to change your opinion about 
the matter? 

Senator Kerr. Just a moment, Mr. Jones. At the close of the meet- 
ing on Friday, the chairman made quite a little discussion setting 
forth certain facts and developments. Included among them was the 
fact that I, myself, had learned more about the TVA Act and the oath 
of office, and I observed that even the distinguished Senator from Ten- 
nessee had learned more about the TVA Act because neither he nor any 
other Senator present was able to inform the chairman on Wednesday 
whether or not there was provision in the oath that the Director taking 
the oath believed in the wisdom and feasibility of the TVA Act. 

I asked repeatedly on Wednesday, both of the Senators present, 
and of the staff for a copy of that oath. T was assured at the time 
and the statement was not questioned by anyone present, that while that 
provision was in the law, it was not in the oath itself. On Thursday, 
as I recall, along toward the end of the meeting, a member of the sts aff 
secured a copy of the oath which had that sentence as a part of the 
oath. Iam sure it came as much of a surprise to other Senators pres- 
ent as it did me, in view of the fact that on the previous day, apparently 
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not only there was no one here who knew whether it was in the oath, 
most of us here, on the basis of information received, statements made, 
were of the opinion insofar as I could determine, that sentence was not 
in the oath. 

I then, having used that as an example of my own increase in 
knowledge and understanding of the situation, indicated that it was 
entirely possible that maybe the 3 days of questioning, and this sum- 
mary I attempted to make was on Friday, had brought additional 
understanding to the witness and that maybe the statements made 
here, the arguments had here and the questions asked here, could have 
possibly caused the witness to feel that there should be a reevaluation, 
a reconsideration of his own attitude and of his own understanding and 
his own concept. 

The witness remarked that was entirely possible and that he would 
like to have the opportunity to think it over and even pray over it 
over the weekend and then come back here today and make a state- 
ment, giving the committee the benefit of his thinking and his purpose 
and his conviction. He has done that. 

I would suggest to the Senator that so far as I am concerned, I 
would urge that a new respect be given to that probability and that the 
questioning be on the basis consistent with it. However, the Senator 
may ask such questions as he desires. 

Senator Kerrauver. Well, I appreciate the observation and the 
knowledge of Senator Kerr, the chairman, and of course, I was here 
when Senator Kerr asked that the witness, Mr. Jones, think the matter 
over. But, what I was trying to get at with Mr. Jones was in thinking 
it over, just how did you come to a different conclusion ? 

Senator Corron. Mr. Chairman, I have to go on to Interstate and 
Foreign Commerce Committee where we are voting this morning. 
Could I be permitted, and I apologize to the Senator from Tennessee, 
to add one observation to the chairman’s observation ? 

Senator Kerr. Yes, sir. 

Senator Corron. I wanted to make sure, as I have been trying to 
remember all of the testimony, my recollection is that from the very 
beginning of Mr. Jones’ testimony, he unequivocally stated that in any 
decision he had to make, the welfare of the Tennessee Valley Authority 
would be his motivating factor. 

Senator Kerr. Determinative. The Senator is correct. 

Senator Corron. He never at any time indicated that he would 
permit the President of the United States or anyone else to cause him 
to make any decision or take any act as Director that in his honest 
opinion was detrimental to the interests of TVA. He also emphasized, 
as I remember it, before any of this point arose at all, that one reason 
or perhaps the main reason he thought he could render service to 
TVA and do a good job, as he phrased it, as Director, was that he felt 
in a certain sense that he could bridge the gap between TVA and 
Washington in the sense, the Budget Bureau, the President, and 
others, and those forces of Congress of which the Senator from New 
Hampshire may be one, that there has been a controversy. 

In other words, am I clear in my recollection, Mr. Chairman, be- 
cause of the evidence, because of the facts brought out in this hearing, 
some of which I must confess have surprised me and I have been for 
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10 years in the office of the subcommittee in the Congress working 
on TVA, the only point is whether he would refuse to perform an 
act which he felt would not be in the interests of TV A and immediately 
resign or whether he would refuse to perform the act and might or 
might not resign. Am I correct in that, Mr. Chairman ? 

Senator Kerr. My impression is that is the situation, Senator. The 
witness has said a number of times, when vigorously pressed, that if 
he received a direct command or order from the President of the 
United States, a directive to do something, and after consideration, 
he decided that it was something which he didn’t feel was consistent 
with the law or his oath of office, he would decline to do it, but that 
he would then tender his resignation to the President. 

I say to the Senator from New Hampshire that I tried to make it 
clear here in this hearing that I felt that it was entirely possible 
that a careful analysis of the oath of office and the law with reference 
to the oath and the language of the TVA Act, especially section 26, was 
such that there was a very distinct possibility that if a man took that 
oath of office, that in complying with it, one of his elements of loyalty 
even to the man that appointed him, certainly to a successor, would 
be to have a primary consideration to the honoring of his oath of office 
and operating on a basis that his convictions indicated he should as 
a Director of TVA and that such being the case, then he should hold 
steadfast to his course and his decision, regardless of the directive of 
the President of the United States and then if the President of the 
United States wanted to remove him and had power to do so, that 
would be a decision for the President to make. 

There was discussion back and forth here on Friday and at the 
conclusion, the witness made the request that he be permitted to 
make another statement here today and if I understand his statement, 
it is that any action he took as a Director would be consistent with his 
concept of his oath of office and his duty to it, that he can think of 
no situation in which he would resign, but that he could not positively 
state that one might not arise under the circumstances of which he 
might make the decision to resign, but that as of this moment, it would 
be his purpose to carry out the letter and spirit of the law on the basis 
of his own convictions, regardless of the directive from the President 
of the United States. 

Senator Corron. I thank the chairman. I was not able to get here 
in time to hear his new statement this morning. Thank you, and I] 
apologize to the Senator for the interruption. 

Senator Kerr. Senator Kefatver. 

Senator Kerauver. Mr. Jones, I believe my last question was, just 
what were the considerations that were taken in your determination to 
change your position in this matter / 

Mr. Jones. As I stated to your other question, Senator, I did 
examine such of the record as Lhad. I frankly feel that the statement 
that I have now made is not inconsistent. You will recall the ques- 
tions of the first day had no implication that the President would ask 
anything to be done that was improper. It seemed to me the ques- 
tions the second day did have those implications. 

Now, in every instance, I have answered that I would do what I 
considered to be the best interests of TVA. I still say that. The only 
change that I have made is that I would make that determination at the 
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time and if the best interests of TVA be I not resign, I would not 
resign. 

Senator Krravver. Mr. Jones, do you feel that your statement to- 
day is consistent with or not inconsistent with your previous testi- 
mony ? 

Mr. Jones. I think the emphasis is different. 

Senator Krrauver. Can you delineate in terms of consistency or 
ine onsistency ? 

Senator Kerr. The witness does not have to answer that question, 
Senator, unless he wants to. He has answered the question and 
answered it, I believe, honorably and fairly, and he is not a defendant 
under cross-examination. 

Senator Kerauver. Mr. Chairman, I appreciate the indulgence of 
the committee, not being a member of the committee, inv iting me and 
giving me permission to ask questions. ‘To me, this is of tremendous 
importance. I am not trying to ask the witness any unfair questions. 
I am just trying to get at w vhat is in his mind and what went on in 
preparation of this statement today. 

Mr. Jones, on page 228 of your statement on Thursday, August 22, 
I asked you if you were requested by the President or directe d by the 
President to testify in favor of the $200 million, which was in the 
Bureau of the Budget letter, as the top limit on the borrowing, what. 
would you do if the President insisted and you said: 

I would say that that would be a conflict that I couldn’t reconcile. 

Senator KEFAUVER. What would you do? 


Mr. Jones. I would resign. 


I asked you on page 224, if the President directed you to testify in 


favor of the Bureau of the Budget bill rather than the Kerr bill ? yon 
page 225, you said: 


If the time ever comes that those two cannot be reconciled, then I will resign. 


On eight occasions, Mr. Jones, in the testimony, I asked you about 
specific situations and in each of those, you said that if you ‘could not 
reconcile the directive of the President, that you would resign. You 
testified similarly in answer to questions by Senator Cooper and Sena- 
tor Gore on the previous day. 

Now, is your position today, do you feel that it is not inconsistent 
with those positions ? 

Mr. Jones. My position today is that 1 would do whatever was for 
the best interests of TVA. 

Senator Kerauver. Could you tell us whether you would resign or 
would not resign under these same circumstances ¢ 

Mr. Jones. I cannot answer, sir, because I do not know what all of 
the facts would be at the time. I would have to take those into con- 
sideration in making a determination. 

Senator Keravuver. In your testimony on Wednesday, when asked 
specifically about the Kerr bill, about the $200 million, about the spe- 
cific items, which are matters of record, you said that if you could 
not follow the directive of the President and that conflict came, you 
would resign. Now, as to those specific items, would you resign or 
would you not ? 

Mr. Jonrs. I would follow whatever would be the best interests 


of TVA. 
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Senator Corron. Mr. Chairman, I am compelled to interpose one 
slight objection right here. If this question is on the matter, as I 
understood it to be, on the matter of the $200 million limit or the 
$750 million limit of the Kerr bill, at that point in the testimony, I 
asked the witness if it was a question of $200 million or $750 million, 
and he came before a committee of Congress, what his recommendation 
would be, if the Bureau of the Budget or the President recommended 
$200 million? He said very specifically that his recommendation 
would be that $200 million would not be enough, that there should 
be more elasticity, there should be more for TVA, that he would testify 
that TVA could live under that, but that for the good of TVA, his 
recommendation would be $750 million. 

Now, it strikes me that I am quite sure that my recollection is cor- 
rect, that there was no question that he would resign if the President 
or the Bureau of the Budget asked for $200 million limit, and he 
was obliged to recommend $750 million. I cannot recall that he was 
going to resign over that kind of a situation. 

Senator Keravuver. I refer the Senator to page 228 in which that 
specific issue was brought up and I can read it. 

Senator Kreravuver. Suppose the President told you it would be for $200 
million— 

I suppose he would be for $200 million— 
requested you to present it for $200 million. What would you do then? 

Mr. Jones. I would say that that would be a conflict that I couldn’t reconcile. 

Senator Kerauver. What would you do? 

Mr. Jones. I would resign. 

Senator Kerr. I was here when the question was asked and an- 
swered. 

Senator Keravuver. Mr. Chairman, the thing is that I know this 
seems tedious 

Senator Kerr (interposing). I want to make a statement and then 
you can make your observation. 

My recollection is that the question was asked and the witness said 
if he were asked by the Congress for his opinion, he would give it. 
Then he was asked what he would do if the President directed him to 
make the recommendation for not more than $200 million? Whether 
it was in those words or not, that was the meaning of the question, and 
the witness said he would resign. 

Senator Corron. Mr. Chairman, I would like to have the record 
show at this time, the question and answer on the same page, 228: 





Senator Corron. Suppose you were specifically asked what you opinion was as 
to whether it should be $200 million or more, how would you answer ? 

Mr. Jones. I would answer that it should be at least $750 million. 

Senator Corron. And you would answer, if they asked your opinion, you 
would give your opinion regardless of whether it was the Bureau of the Budget’s 
opinion? 

Mr. Jones. Yes, sir. 

Senator Kreravver. Then follows the colloquy that I read. 

Now, Mr. Chairman, I know this is tedious and it may indeed seem 
irrelevant, but I recall that when General Vogel was before the com- 
mittee, he was asked similar questions and he answered them in a simt- 
lar vein, that he would do—— 

Senator Kerr (interposing). I disagree with that entirely. Gen- 
eral Vogel was not before this committee as long as this man has been 
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before this committee, 3 days. There was nothing like the painstaking 
interrogation of General Vogel as there has been of this witness and 
I think the use of the word “similar” lacks in presenting an accurate 
description of what happened. 

Senator Keravuver. Mr. Chairman, of course, I know that the pres- 
entation of Mr. Vogel here was very brief compared with what has been 
here, but as I was saying, he was asked questions and he answered 
them in a general way that he would do what was best for the TVA and 
that he, in his own conscience, would fight for and work for the in- 
tegrity of the TVA. 

The reason I do ask the committee to go into more detail is that after 
having answered these questions in a general way, General Vogel went 
down and worked for the signing of the Dixon- Yates contract and for 
the use of receipts. 

Senator Kerr. General Vogel is not before the committee. 

Senator Keravver. I am just saying, we have been burnt on the 
matter once. 

Senator Kerr. Senator, the witness has told you there is this differ- 
ence between his statement today and the other day. The other day 
he told you if he received a directive and order from the President to 
do something which in his judgment should not be done, he would 
resign. ‘Today he has told you that that position has changed to this 
point, that at the time he would make the decision as to whether or not 
his resignation or staying on the Board of Directors would be to the 
best interest of the TVA. If he thought it was to the best interest of 
the TVA, he would still follow out his own judgment and would not 
resign. If he thought at the time it was to the best interest of the TVA, 
he would still follow his own conviction as to any action he took, but if 
in his mind, he felt that his resignation would be the best for TVA, he 
would resign. 

Now, if that is incorrect, I want the witness to correct me. 

Mr. Jones. That is correct, sir. 

Senator Kerauver. Then my question was, would you enumerate 
your thinking and considerations that you have given, let’s call it 
the change in emphasis ¢ 

Senator Kerr. The Chair told him he did not have to answer that 
question any further than he had. I will tell him that every time the 
Senator repeats that question. 

Senator Kerauver. Mr. Chairman 

Senator Gore (interposing). The witness will be permitted, how- 
ever, to answer ¢ 

Senator Kerr. If he wants to. 

Senator Gore. If he desires to and to whatever extent he desires. 

Mr. Jones. I think I have already answered the question. 

Senator Krrauver. Well then, I will put another question along 
the same line. Will you tell us what officials or what people you have 
consulted with in reaching this different conclusion ¢ 

Mr. Jonrs. I dictated this statement to my secretary Saturday morn- 
ing and took it home over the weekend. I did not consult with 
anyone. 

Senator Krerauver. Have you talked it over with Mr. Brundage or 
any other people? 

Mr. Jonrs. No, sir; I have not seen Mr. Brundage since Saturday 
morning. 
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Senator Kerauver. And you have not discussed the matter or ad- 
vised with anybody about it whatsoever since you were here Friday? 

Mr. Jones. No, sir; these are my own words and my own convic- 
tions, my own statements. 

Senator Krerauver. Mr. Chairman, I do not want to press the 
matter, but if Mr. Jones can tell us anything about the considerations 
that he gave the issue, I personally would like very much to know. 
I do not want to seem unduly tedious, but it is a matter of importance, 
at least to me. 

Senator Kerr. The witness has heard your statement, he has heard 
my statement. He is free to do as he sees fit. 

Mr. Jones. I think I have answered your question, Senator. 

Senator Kerauver. You have no further explanation or amplifica- 
tion to make? 

Mr. Jones. I stand on the statement which I read into the record 
this moring. 

Senator Krerauver. Mr. Chairman, we had some testimony with 
reference to the attitude and the connection of Mr. Jones and other 
members of the Kansas Corporation Commission in reference to the 
REA’s and I have a telegram which I would like to read and ask Mr. 
Jones about it. May Idoso? 

Senator Kerr. Does the Senator have a copy of it? 

Senator Kerauver. Yes, we have some. 

This was tome. This replies to your request for information about 
history of dual certification policy of Kansas Corporation Commis- 
sion. When the first REA co-op organized in Kansas, the commission 
delayed about 2 years before granting certificates to co-ops. 

Senator Kerr. Does the Senator know what those dates are? 

Senator Krerauver. I believe the dates set forth are covered in the 
telegram. That must have been about 1949. 

Senator Kerr. I am sure that it was before that time but if the 
Senator has the definite information, I think it ought to be in the record 
at this point, when the first REA cooperative was organized in 
Kansas. 

Senator Keravuver. I do not know the date. I am referring to the 
second page of the telegram in which it says: 


In 1941 the Kansas State Legislature adopted the so-called model act. 


Senator Kerr. I think there was some testimony before the Com- 
mittee the other day that the first REA was organized in Kansas about 
1935. Is there anybody here from the REA that can answer that ? 

There was no response. ) 
enator Kerr. Do you know Mr. Jones? 

Mr. Jones. Yes, sir, my information is that the first was organized, 
the first application was in 1937. 

Senator Kerr. 1937, very good. 

Mr. Jones. REA Act was passed in 1935, I believe, sir. 

Senator Gore. You mean the Federal Act? 

Mr. Jones. Federal. 

Senator Krrauver (reading) : 

When. the first REA co-op organized in Kansas, the Commission delayed about 
two years before granting certificates to co-ops. 
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Senator Kerr. The thing I want to know at that point is whether 
or not Mr. Jones was a member of the Commission during those two 
years, do you know? 

Senator Kerauver. Mr. Jones, I believe the testimony was, became 
a member in 1939, Is that not right? 

Mr. Jones. That is correct. 

Senator Kerr. All right. 

Senator Keravuver (reading) : 


This gave private power companies a 2-year period to expand in more desir- 
able areas and skim the cream. Then corporation commission about 1940 
established dual certification policy. Power companies had blanket certificates 
from commission giving them the right to serve all areas. Instead of canceling 
blanket certificates on which power companies had failed to act, commission 
granted concurrent certificate to REA co-ops to serve limited rural areas. This 
had effect of permitting power companies to raid co-op territory. The com- 
mission also required co-op plans to build new lines to be approved when co-op 
submitted plans to commission to build a particular powerline. 

Commission would require power company approval of plans before giving 
their consent. Power companies would immediately reserve more desirable 
customer which the co-op would propose to serve. One-fourth of original co-ops 
organized in Kansas failed to get into business result of restrictive actions of 
commission on which Jones served. 

In 1941, Kansas State Legislature adopted so-called model act dealing with 
rural electric co-ops. This Kansas model act similar to those passed in other 
States contained a special provision that co-ops would be under State regulatory 
body. Nowhere in act is there requirement that Kansas Corporation Commis- 
sion use dual certification policy. Dual certification is entirely decision of com- 
mission and is not act of State legislature. Kansas Rural Electric Co-op op- 
posed dual certificate policy and are now in a fight to kill this policy with 
hearings scheduled in November. 

Kansas is only State in Nation with such a discriminatory policy. It is our 
opinion that private power companies have influenced Kansas Corporation Com- 
mission policy the past 20 years. When Jones was a member of commission, 
the commission set up the very dual certificate policy the Kansas co-ops are now 
fighting. We do not consider any member of commission who approved this 
policy to be a friend of cooperative. If you or United States Senate desire 
further details on this matter, I shall be glad to appear before Senate Public 
Works Committee next week. 


Mr. Jones, do you have any comment to make on this telegram? 

Mr. Jonxs. I have testified concerning most of it, Senator. May I 
read a letter which I have from Mr. Wayne Limbocher. I will not 
read it all, but I will read the first part of it. 

Senator Gorr. Who is he? 

Mr. Jones. Chief Engineer of the commission, beginning in about 
1937, some 2 years before I was on the commission. I took occasion to 
contact Mr. Limbocher with regard to the Caldwell articles. I asked 
him to write me concerning it. He writes me as follows: 

Under a heading of July 21, 1956——— 

Senator Kerr (interposing). What is his present position ? 

Mr. Jones. He is with the Missouri Diecasting Co. in St. Louis, Mo. 
Tn 1987, when I went to work for the commission, the rural electrifica- 
tion Administration was new and no policies had been definitely 
established either by the REA or the State of Kansas. 

After due deliberation and consultation with both Federal and local REA rep- 
resentatives and with considerable legal advice from interested and noninterested 
attorneys, the commission came to the conclusion that an REA utility was a public 


utility under the jurisdiction of the State corporation commission. As I remem- 
ber, most of the REA representatives agreed to the decision although a few 
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promotors looking for large engineering fees from REA did not like to be 
under any jurisdiction. It required them to present their cases in an orderly 
and accurate manner. As I remember the REA did not contest this decision and 
instructed all cooperatives to follow the public utility laws of Kansas. All of 
this took place before you were on the commission. From then on the same policy 
was followed until I resigned from the commission in 1944. 

During that period the Rural Electrification Administration developed an 
orderly and rapid manner. We were often praised by both local and Federal 
representatives of the REA of the systematic and orderly manner of develop- 
ment with minimum of disputes and legal contests—so I am surprised that after 
20 years, I find that we had trouble. I am certain that with all the good legal, 
accounting and engineering talent available to the REA that if anything had been 
amiss, they would have brought legal action at once. 

If I remember right, you had very little to do with the REA’s and all de- 
cisions were made by 3 commissioners and were unanimous under the 3 different 
administrations that I served. In all cases, we helped the REA take valuable 
territory away from other public utilities, accepted all rates filed by REA, both 
wholesale and retail, and did everything within the law to reduce the wholesale 
rates. 

Senator Kerauver. Mr. Jones, in the telegram—first, you know 
Mr. Perry L. Miller? 

Mr. Jones. I know who he is. I do not know Mr. Miller. 

Senator Krravver. He says, “Then corporation commission about 
1940 established dual certification policy.” Is he correct in that? 
You were a member of the commission ? 

Mr. Jones. I was a member of the commission in 1940. I know of 
no such policy. 

Senator Kerr. You mean you know of no such act of the 
commission ? 

Mr. Jongs. I know of no such act of the commission establishing 
such a policy. 

Senator Kucuer. While you were a member, Mr. Jones? 

Mr. Jones. I testified particularly as to when I was a member. 
Yes, sir; my contention is that it was the law of Kansas . 

Senator Kerr. I thought you told us the law was passed in 1941? 

Mr. Jones. No, sir. 

Senator Kerr. There was an effort to change it? 

Mr. Jones. Effort to change in 1941, and merely confirmed. 

Senator Kerr. You recommended the change ? 

Mr. Jones. We did recommend that the REA’s be allowed to be 
out from under the commission. 

Senator Krrauver. Well, you do not remember, then, that the 
corporation commission, about 1940, established dual certification 
policy? You have no recollection that was done? 

Mr. Jones. I do not agree that they even took any action that might 
be interpreted as a policy. 

Senator Kerauver. I asked you, when I was examining before, 
whether you 

Senator Gore (interposing). Will the Senator yield just a moment. 

Mr. Chairman, this ought to be ascertainable, as a matter of fact. 
I respectfully suggest that the chairman direct the staff, if he would 
choose to do so, to ascertain whether this is, or was, a matter of statu- 
tory requirement in the State of Kansas or whether or not it was an 
act of the commission. 

Senator Kerr. If the Senator will prepare the interrogatory he 
wants to send, that will be fine. 

Senator Gore. I will prepare whatever is suggested. 
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Senator Krravuver. In that connection, Mr. Chairman, would it 
be possible to hear this Mr. Miller at some time ? 

Senator Kerr. Not this morning. 

Senator Krrauver. Sometime during the proceeding? 

Senator Kerr. That will depend on what action the committee takes. 
I am sure that if he were here and we were in session, we would be 
delighted to have him appear. 

Senator Krravuver. Since he does seem to have knowledge about 
it, and there seems to be some 

Senator Kerr (interposing). The clerk advises me that a telegram 
was received here on Saturday concerning the Kansas dual certifica- 
tion. |Reading:] 





Would appreciate opportunity and time to testify on Arnold Jones’ hearing. 
Perry L. MILLer. 
And this telegram was sent him Saturday morning: 


Re tel hearing on Arnold R. Jones’ nomination TVA. Will continue Monday, 
August 6. You are evidently aware end of session is approaching. We will 
try to make time for your testimony, but at any rate committee will accept 
your statement for the record if you wish to submit same or send it to the 
committee next week. 


That telegram went to him last Saturday. 

Now, here is a letter from the State corporation commission that 
the witness has handed me. We will read it into the record at this 
point. |Reading:| 


In reference to our telephone conversation this day, July 26, 1957, so far as 
we are able to ascertain, there was no rule promulgated by the commission in 
the period February 21, 1939, to August 17, 1942, which prohibited rural elec- 
tric companies or cooperatives from serving any area. We should say there 
never has been such a rule. It seems that all commissions from the beginning 
of REA, 1935, first application in Kansas, 1937, to the present, more or less 
adopted an unwritten policy permitting rural-electric companies to receive 
certificate for territory already certified to a private power company, which the 
private company was not serving. 

We gather, from talking to people concerning this matter, REA was an un- 
known factor in the beginning. The commissions did not wish to take away from 
the private power companies a territory, even though they were not serving 
it, and grant it solely to an REA until the REA was a proven and going concern. 

This matter of overlapping certificates is one which has been of concern to 
many commissions and is just now coming to a head. This commission has 
set for hearing on September 23, 1957, its docket No. 55,029-U, which is an 
order to show cause in regard to overlapping certificates. A copy of this order 
is enclosed. 

It can be said granting of overlapping certificates to private power com- 
panies and REA’s is not the beginning of this practice. We are told that it 
existed between some private power companies years before REA. 

It seems quite evident that there were no rules or regulations promulgated 
in this period or any other period which prohibited an operative company 
from serving pipeline companies, industrial loads, and so forth. However, there 
is a Kansas Supreme Court ruling which permits the owner of industrial plant 
to make his own choice when there are dual certificates in the same area— 


and a citation about the Kansas Supreme Court. 


In the case of Central Kansas Telephone Company, Incorporated v. The State 
Corporation Commission, supreme court case 36,060, 153 Kansas 597, the su- 
preme court in effect required the commission to promulgate rules which would 
alleviate inductive interference. 

There was much discussion, probably many conferences, and so forth, con- 
cerning the adoption or changing of rules relative to inductive coordination. 
This refers to our docket 1944—Wire Stringing Rules. Many of the con- 
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ferences, as we understand it, were between representatives of various public 
utility companies, REA companies, by their staffs, and the commission and 
commission’s staff. However, no new rules were adopted or changes made 
during this period. 

I take it he is referring now to the period you served on the com- 
mission ? 

Mr. Jonrs. I assume so. 

Senator Kerr (reading) : 

“In fact, final determination was made and final action taken on these rules 
by the commission in 1957, effective March 1, 1957. 

It appears that any reference to a derogatory attitude on the part of the com- 
mission in this period toward the cooperatives would have to be picked out of 
individual hearing transcripts, and so forth. 

We would like to suggest that you contact Henry Zimmerman who, as you will 
recall, was a utility engineer at the time you were with the commission. He is 
still with us; however, he starts on a vacation tomorrow, Saturday, July 27, 
1957, and will be at his son’s home in Arlington, Va. 

He will arrive sometime around August 1. We make this suggestion for the 
reason he may be able to help you refresh your memory on some things. We have 
talked to him, and he will be happy to discuss these matters with you. 


STATE CORPORATION COMMISSION, 
RAYMOND B. HARVEY. 

As I interpret that, Mr. Jones, the gist of your testimony is that the 
dual certification practice was in effect when you became a member 
of the commission ? 

Mr. Jones. Yes, sir. 

Senator Kerr. And that it arose as much by applications of REA 
for certificates in areas already certified to private utilities as it did 
the situations which were vice versa ? 

Mr. Jonss. Yes, sir. 

Senator Kerr. And that it was your understanding, then, that was 
the law of Kansas? 

Mr. Jones. Yes, sir. 

Senator Kerr. That the supreme court decision which you have re- 
ferred to, and which is referred to there in that letter, held that, or 
you interpreted it as holding that ? 

Mr. Jones. The particular decision, Senator Kerr, was to the effect 
that customers in any certificate area could choose their own source of 
power. 

Senator Kerr. That is, in an area 

Mr. Jones (interposing). That had been certificated. 

Senator Kerr. Two certificates had been granted by the commission ? 

Mr. Jones. Yes, sir. 

Senator Kerr. That the principle was not initi: — while you were 
a member of the commission, as you remember it, but that it wa 
adhered to by the commission ? 

Mr. Jones. Yes, sir; and is a matter of Kansas law. 

Senator Kerr. Well, can you tell the committee or can you give the 
committee the citatien in the law, the provision of the law that makes 
it so? 

Mr. Jones. No, sir; I cannot give that specific citation. We are 
here now discussing a rather complicated matter of law, and I am not 
a lawyer. 

Senator Kerr. Well, that is the reason I said what I did to start 
with, that was the order of the commission and you understood that 
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to be the law and you understood that was the significance of the su- 
preme court interpretation or decision ? 

Mr. Jones. Yes, sir. 

Senator Kerr. Then I asked you something else, and you said that 
was the law in Kansas, and if it is the law we can have the law cited 
to us. 

Mr. Jones. By the law, I included the whole gamut of the statutory 
law and legal decision law. 

Senator Kerr. And commission’s ruling ? 

Mr. Jones. Commission’s ruling. 

Senator Kerr. I gather that is what you meant, and would remind 
you when you make a statement that such and such is the law, then in 
order for that to be technically accurate, it would have to be either in 
the constitution or the statute, or a supreme court ruling. I must say, 
in this country we have laws which have arisen from all three sources. 

Mr. Jones. Mr. Chairman, may I point out that it seems to me that 
it is self-evident that it was the law, otherwise the REA’s would have 
had it declared otherwise. 

Senator Kerr. But you see, a lawyer examining that record would 
not necessarily reach that conclusion. I can understand how a layman 
would, but a lawyer, especially if he is from Missouri or from one 
of the States that border it, sometimes takes the attitude, well, “show 
me.” And, if it is the law, then that request can be complied with. 

Senator Krravuver. Mr. Jones, the complaint, as I get it from this 
telegram, and some of it spoken of in the Caldwell letters, of the 
REA was that stated here on the front page of this telegram. 

Then the corporation commission, about 1940, established dual certification 
policy. Power companies already had blanket certificates from the commission 
giving them the right to serve all areas. Instead of canceling blanket certificates 
on which power companies had failed to act, commission granted concurrent 
certificates * * *. 

The words, as I take it, claim that the commission had granted 
power companies permission to serve areas that they weren’t supposed 
to serve, and when the REA’s came in they were not canceled, but 
the REA’s were just given concurrent commission certificates; is that 
correct, or 

Mr. Jones. There was some area that was not certified, but in addi- 
tion to that the REA’s were given some concurrent area. 

Senator Krravver. Is this correct, that those areas the private com- 
panies were not serving, where the REA’s applied for an application 
that the certificate to serve those areas by the private companies was 
not canceled ? 

Mr. Jones. There were areas within the certificated territory not 
taking electricity. As a general proposition, however, there were 
rates on file; had the customers chosen to pay those rates they could 
have had service. 

Senator Krravver. Now, I asked you on Thursday, at page 167 of 
the record, Mr. Jones, I didn’t get a direct answer from you, as to 
whether you said you thought this dual certificate business was a good 
program or not, and Mr. Jones said I think it was an inevitable pro- 
gram, and I tried to get an answer to the question whether you thought 
it was a good program or not ; can you tell us now ? 

Mr. Jonzs. I testified at that time, I believe, Senator Kefauver, that 
it was an inevitable program. 
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Senator Keravuver. But was it a good program or not ? 

Mr. Jones. I think it was helpful to REA to give them an opportun- 
ity to come into Kansas and serve. There is another question, and I 
am sorry to get into legal questions, I am not a lawyer, but we do have 
a constitutional provision about taking property without due process, 
and there is a property interest, as I understand it, in a certificate 
which was involved in this entire matter, and you could not simply 
take those certificates away from the companies that already had them, 
and, therefore, the dual certificating was an inevitable procedure, and 
the fact that we went ahead and granted them made it possible for 
REA to come into Kansas. 

Senator Kerauver. Well, can you—I will not press the point fur- 
ther—say whether you Shenae it was a good program or not a good 
program ? 

Mr. Jones. I think it was the best program that could be carried out 
under the circumstances. 

Senator Kerauver. Now, the telegram says that when co-ops sub- 
mitted plans to commission to build a particular power line, the com- 
mission would require power-company approval of plans before giving 
their consent. Power companies would immediately reserve more de- 
sirable customers which the co-ops would propose to serve. Is that 
correct ? 

Mr. Jones. No, sir. 

Senator Keravuver. You definitely, emphatically, disagree with 
that ? 

Mr. Jones. I definitely and emphatically state that the determina- 
tions were made by the commission and not by anyone else. 

Senator Keravuver. One-fourth of original co- ops organized in Kan- 
sas failed to get into business, the result of restrictive actions on the 
commission on which Jones served. Do you agree or disagree with that 
statement ¢ 

Mr. Jones. I have no firsthand knowledge of that. If there were 
any co-ops that did not get into business either directly or by work- 
ing with another, I do not know of them. 

Senator Keravver. It says further here that— 

Dual certification is entirely a decision of the commission and is not an act of 
the State legislature. Kansas Rural Electric Co-op opposed dual certificate 
policy and are now in a fight to kill this policy with hearings scheduled in Novem- 
ber. Kansas only State in the Nation with such a discriminatory policy. 

Do you agree that it is a policy or a program or a law of the com- 
mission rather than an act of the legislature ¢ 

Mr. Jones. It is in my opinion the law of Kansas. 

Senator Krerauver. Well, is it the result of commission rulings or 
of a law passed by the legislature ? 

Mr. Jones. It is a result of the law passed in the legislature as 
interpreted by the commission and by the courts. 

Senator Kerauver. What particular law was that ? 

Mr. Jones. Chapter 66 of the statutes. 

Senator Kerauver. Mr. Dixon, do you have the Kansas statutes, 
sir? What is chapter 66? 

Mr. Jones. I believe it is on the public utilities. 

Senator Keravuver. Well, is that the chapter that just gives the 
commission i isdiction over the REA’s. 

Mr. Jones. No, sir; it ischapter 17 that has the model REA in it. 
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Senator Krravuver. Well, chapter 66 is the whole—all the statutes 
dealing with the public utilities, all public utilities and all the juris- 
diction of the commission, it is a long statute. Can you tell us what 
particular law set up the dual certificate policy, which particular 
chapter or section of this chapter 4 

Mr. Jonrs. No, sir; I cannot. 

Senator Krravver. Anyway, you would disagree with Mr. Miller 
that this dual certification policy was one of the commission and not of 
the legislature ? 

Mr. Jones. I certainly would. 

Senator Keravcver. Did you take any position against the dual cer- 
tification policy, Mr. Jones? 

Mr. Jones. No, sir. I understand it to be the law, and operated 
accordingly. 

Senator Krrauver. Now, Mr. Jones, some questions by way of clari- 
fication that I, looking ov er the recor d, seem to be uncertain in my 
mind with reference to ¢ ompensation thé at you made, and just when the 
time of your partnership in the accounting business as contrasted with 
the time of your service on the commission. 

Would you tell us again the time that you were appointed and 
qualified to serve on the commission, and the date you resigned ? 

Mr. Jones. I took the oath of office as a commissioner on the 21st 
day of February 1939. I resigned and left the services of the com- 
mission on the 17th day of August in 1942. 

Senator Knrauver. By the way, what is the salary of a member of 
the commission ¢ 

Mr. Jones. $4,000 at that time. 

Senator Keravuver. Now, as of the time prior to February 21, 1939, 
prior to the time you started service, you were in the accounting busi- 
ness; is that correct ? 

Mr. Jones. Yes, sir. 

Senator Kerauver. Practicing alone or were you practicing by your- 
self or were you in a partne rship? 

Mr. Jones. Did you say at the time I went on the—— 

Senator Krrauver. No; prior to that time. 

Mr. Jones. Prior tothe time I went on the corporation commission ? 

Senator Kerauver. Yes. 

Mr. Jones. I was associated with Mr. Brelsford and Mr. Gifford. 

Senator Keravuver. But your name was not in the firm at that time. 

Mr. Jones. That is correct. 

Senator Krravver. I find here, and you have filed it as an exhibit, 
that on February 14, 1938, you wrote a letter accepting a verbal invi- 
tation to become associated with Mr. Brelsford and Mr. Gifford. I 
take it that prior to February 14, 1938, you practiced alone ? 

Mr. Jones. I practiced at that time with a Mr. Martin P. Jones, 
Monty P. Jones, for a period from early in 1937 until the end of 1987. 

Senator Kerauver. But now from February 14, 1938, about 1 year, 
you were associated with Mr. Brelsford and Mr. Jones, and was that 
your only occupation at that time ¢ 

Mr. Jones. No, sir. 

Senator Kerauver. What was your other occupation 

Mr. Jones. I was treasurer of W ashburn College. 

Senator Keravver. Yes; I see that that is set forth in your letter. 
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Now, in your letter which has been made an exhibit, your under- 
standing, what was your compensation to be when you started out 
here February 14, 1938? I see a reference to M. P. Jones, but that 
isnot you. That third item is that— 


any engagements directly creditable to me are to be charged with actual costs 
including $12 per day for each billable day of certified public accountants’ time, 
all in accordance with your cost system, and that 50 percent of any resulting 
profit or loss will be transferred to my account with you, for such subsequent 
disposition as I may see fit. 

Is that your agreement about compensation ? 

Mr. Jones. That was my agreement for the sh: aring of the profits, 
yes, sir; when I became associ: ited with Mr. Brelsford and Mr. Gifford. 
Actually, that association started approximately the 1st of January 
1938. 

Senator Keravuver. And in this you set forth that you were to be 
given adequate office space and—so did you have an office in their 
suite or in the suite ? 

Mr. Jones. Yes, sir. 

Senator Kerauver. And you had your own furniture there ? 

Mr. Jones. At that time the ownership of the furniture was in my 
name; yes, sir. 

Senator Kreravuver. And then you expressed the hope in section 
7 that “consideration will be given to including my name in the firm 
name” ? 

Mr. Jones. Yes, sir. 

Senator Keravuver. And toa rearrangement of the sharing of profits 
and losses on a straight percentage basis! That is in section 7. Is 
thatright? Now, when did your name actually go into the firm name / 

Mr. Jones. It is recited in the preface to the next contract; I be- 
lieve the date was November 10, 1940, it was actually announced. 

Senator Krrauver. November 10, 1940. Now, during the time here 
in this 1 year from February 1938 to February 1939, before you were 
on the commission, what was your average monthly salary, Mr. Jones, 
with your work for this acc ounting firm or the fees that you made? 

Mr. Jones. I testified that my share of the profits as calculated in 
accordance with that letter was $304.25. 

Senator Kerr. When ? 

Mr. Jongs. For the year 1938. And that the figure for the time put 
in was $197.67, a total of $501.90 during 1938 

Senator Keravuver. During 1938? 

Mr. Jones. Yes, sir. 

Senator Kerauver. Well, you say in the last part of your letter here 
that you hoped it was going to be permanent, pleasant, and profitable. 
Were you disappointed in the profits ? a yt 

Mr. Jones. I was disappointed a number of times that I didn’t go 
into the public accounting business instead of continuing to be a public 
servant. 

Senator Krerauver. Now, this refers to 1940 that I am looking at. 
Then, how long did this agreement that is set forth in this letter of 
February 14, 1938—how long did that last, Mr. Jones? 

Mr. Jones. That operated for the years of 1938, 1939, and 1940. 

Senator Keracver. Without any change in the an inding ? 

Mr. Jones. That is right. 

Senator Keracver. And then in 1940 you entered into a percentage 
contract; is that right ? 
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Mr. Jones. That is right. 

Senator Krrauver. You had the contract and you said you were 
going to filea copy. What is the date of that contract in 1940? 

Mr. Jones. 1941. June 16 the contract was signed; however, it was 
effective for the full year. 

Senator Kreravuver. It was effective for the full year 1941? 

Mr. Jones. Yes, sir. 

Senator Krravuver. In that contract your name was put in the firm 
name; is that correct ? 

Mr. Jones. Yes, sir. 

Senator Keravver. And you were given a percentage of 1.6 percent 
of the profits, and other partners had a larger percentage; is that 
correct ¢ 

Mr. Jones. That is right. 

Senator Kerauver. And that was continued that you would receive 
$12 a day for each billable day of certified public accountants’ time? 

Mr. Jonrs. That is correct. 

Senator Keravuver. Is that correct ? 

Mr. Jones. Yes, sir. 

Senator Krravuver. Then that contract continued on until apparent- 
ly some other partner was taken in and there was a shift of partner- 
ship, and a contract of January 2, 1942, was entered into; is that 
correct ? 

Mr. Jones. January 2, 1942; that is correct. 

Senator Kerauver. And the same arrangements about the $12 a day 
were continued, but your share of the percentage of profit was fixed at 
1.42 percent ? 

Mr. Jones. That is right: an additional partner was taken in. 

Senator Kerauver. An additional partner was taken in. 

Now, you gave us the amounts that you earned during these years, 
and you have just now given us the amounts that you earned in 1938. 
What was the total amount you say you earned in 1939? 

Mr. Jones. 1939? 

Senator Kreravuver. Yes, sir. 

Mr. Jones. The total was $585.95. 

Senator Kerauver. And 1940; what would you say the total was? 

Mr. Jones. $325.61. 

Senator Kerauver. And 1941; what did you say it was / 

Mr. Jones. $906.19. 

Senator Krerauver. And 1942? 

Mr. Jones. $258.02. 

Senator Keravver. That was the year you left the commission and 
went into the service ? 

Mr. Jones. That is right, sir. 

Senator Krravver. And you also testified that upon the dissolution 
of the partnership you were paid some amount, it seems to me it was 
$450, but you took stock instead of it. What was that amount ¢ 

Mr. Jones. $455.68, and stock for which I was charged $460. That 
was charged to my account on the last day that I was with the 
company. 

Senator Kerr. The purchase of the stock was not on the date of your 
retirement from the firm, as I remember, but was an act which had 
taken place previously thereto, and that settlement was had when you 
left the firm ? 
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Mr. Jones. That is correct, sir. 
Senator Keravuver. Well, is it fair to say that instead of taking $455 
you took the stock in lieu of it ? 

Mr. Jonegs. No, sir; it is not fair to say. 

Senator Krrauver. What is the fair thing to say 

Mr. Jones. The facts are that I had agreed to buy this stock from 
Mr. Brelsford, who was promoting the J. C. Co., reluctantly, I might 
say, and in the final settlement I did acc ept the stock and make the 
payment that I had agreed to make which a little more than wiped 
out my share of the interest in 3 years’ profit which was the value 
placed upon my giving up my clients to the firm. 

Senator Kerauver. And then stock was later liquidated or sold, and 
I think you said you took a loss on it in some amount ¢ 

Senator Kerr. I believe the Senator was here when he said he even- 
tually got about $60 out of it. 

Mr. Jones. About $60 out of it; yes, sir. 

Senator Krrauver. Then you also testified that later on you re- 
ceived an additional amount, it seems to me, of $1,500. 

Senator Kerr. The witness told you he received that amount in 
sash or credit when he left there, but it represented the accumulation 
of these other amounts. 

Senator Keravver. Was that the situation / 

Mr. Jones. Yes, sir. 

Senator Keravver. You mean that during these years you were not 
actually paid these amounts but that that was credited on your ac- 
count, and when you left you got the whole thing? 

Mr. Jonzs. Yes, sir. 

Senator Krravver. So that during 1938, 1939, 1940, 1941, and 1942 
you did not actually receive any sum whatsoever from the firm ? 

Mr. Jones. There were small sums which I withdrew and small 
amounts of personal expenses which were charged to my account 
during the period I was there, that I testified to the other day. I 

earned while I was associated with Brelsford & Gifford, and Brels- 
ford, Gifford & Jones, a total of $2,581.90. 

Senator Kerr. Including both per diem of $12 a day for the work 
you did and your share of the net profits of the company in addition 

Mr. Jones. That is right, sir. And I was reimbursed for $79.68 of 
expenses. 

Senator Krrauver. Does that include the amounts that you drew 
from time to time? You referred to them as small amounts. 

Mr. Jones. Yes, sir. 

Senator Keravver. For instance, what would an amount like that 
be, Mr. Jones? You say “small amounts.” What would they be? 

Mr. Jones. During the year 1941, for example, I drew nothing from 
the firm; during the ; year 1942 I drew nothing from the firm. Tt was 
simply allowed to accumulate to my credit. 

Senator Krerauver. How about 1939 and 1940? 

Mr. Jones. In 1939 there was either charged to my account or I 
drew in cash a total of $118.81. 

Senator Kerauver. And then is that 1939? 

Mr. Jones. Yes, sir. 

Senator Keravuver. So that aside from the small amounts that you 
withdrew or got an advance on, the rest was accumulated and paid 
to you at the time you left the firm; is that correct ? 
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Mr. Jones. Yes,sir. 
Senator Keravuver. Well now, Mr. Jones, what was the purpose of 
these contracts that you referred to here? To establish a general ac- 

counting business ? 

Mr. Jones. My purpose and firm intention was to go into the public 
accounting business; yes, sir. But I was prev vailed upon to stay in 
public service. 

Senator Krrauver. Well, was the purpose to make some earnings, 
some income, from these contracts and this association ¢ 

Mr. Jones. Well, obviously, 1 expected to be compensated for my 
contribution to the firm, but I think it would hardly be fair to say 
that 1 was depending upon this as a source of income. 

Senator Kerauver. No; 1 know if you were you didn’t have much 
source of income as I can see. But the purpose, I take it, of the asso- 
ciation and the contract was to make some earning, earn some income. 
Is that a fair statement ¢ 

Mr. Jones. The purpose of the contract was to define the relation- 
ship of the partners. 

Senator Keravuver. Very well. And you did expect to make some 
financial income from it; is that a fair statement ? 

Mr. Jones. Yes, sir. And may I call attention to something else 
since we are talking about minutia here. Kansas, when they passed 
their law, providing for certificated public accountants were con- 
cerned about out-of-State accountants coming into the State and tak- 
ing the examination and operating as certified public accountants, 
particularly from Kansas City, Mo. 

I have here a copy of my C ‘PA certificate which I received on the 
19th day of December 1931, which reads as follows : 

Be it known that Arnold R. Jones has passed all examinations and met all 
requirements prescribed by law by the university ordinances for an expert 
public accountant, is registered by the university as a certified public ac- 
countant and may use this title and pen to his name the letters “CPA” while 
maintaining an office as a public accountant in the State of Kansas. 

Now, in order to comply with the technicalities of the law I did 
maintain an office in Kansas by one means or another from 1929 
until 1942, when I went into the Army. My primary purpose was 
to devote my full time to public accounting, that was my ambition. 

I did comply with the law, however, by maintaining an office, even 
though I was not in position to devote my full time to it. 

Senator Krrauver. Mr Jones, the firm, I take it, operated on the 
basis out of what came in first was paid rent and telephone, steno- 
graphic expense, all of that. Is that correct? Then anything left 
over was divided on a percentage basis between you and partners? 

Mr. Jones. Well, Mr. Brelsford maintained a very intricate cost 
accounting system and as is evidenced from the listing of my clients 
there and this arrangement was had with Arthur Henry who also 
worked with the firm- 

Senator Kerauver. Well, is that correct, that in the firm the gross 
income went to paying the expenses of the office and then anything 
left over after all the fixed charges would be divided on this percent- 
age basis that is set out in your contract é 

Mr. Jones. As pointed out in the contract and as you know as a 
lawyer, Senator Kefauver, the distribution of profits by a partnership 


96528—57 —12 





174 NOMINATION OF ARNOLD R. JONES 


does not provide generally for the paying of salaries. A part of the 
net income was distributed on the basis of time devoted to particular 
jobs and a part of it was divided on the basis of a percentage. 

Senator Keravuver. Yes. Well, the point is, Mr. Jones, that if you 
had had a larger business, if the ‘firm had had Jar ger business, more 
clients, paying more, you would have received a larger percent and if 
you had worked on them you would have received more than $12 per 
diem, is that correct ? 

Mr. Jones. Not a larger percent, Senator; the percentage was fixed. 

Senator Kerauver. The percentage was fixed, but a lar ger amount 
based upon the percentage that you did receive ? ? 

Mr. Jones. Yes, sir; had the net profit been greater my credit would 
have been greater. 

Senator Krerauver. Well now, Mr. Jones, let’s get to these two com- 
panies, Central Kansas Telephone Co. and Junction City Telephone 
Co. upon which this firm did the accounting work or they were clients 
for accounting purposes. 

Did that include fixing up their income tax returns or reviewing 
their general financial statement? What kind of accounting work 
was done for these 

Mr. Jones. In the case of those two firms I did not work on the 
jobs. My impression was that our principal service was a tax return. 

Senator Kerr. What is that? 

Mr. Jones. Tax return. Federal and State income tax returns. 

Senator Kerauver. They would get out, I suppose, a financial state- 
ment every year or 6 months. Would the books be audited and ac- 
counting work checked by the firm on these statements, Mr. Jones? 

Mr. Jones. As I have testified, I was not familiar with all of the 
clients of the firm. My recollection is that the only work we did for 
them was a tax return during the time that I was there. I do not be- 
lieve that we prepared a certified statement for them. 

Senator Keravuver. You don’t know for sure about that ? 

Mr. Jones. I am not certain; I am not familiar with them. I did 
not work on them. 

Senator Kerauver. Were you aware during the time that you were 
a member of the commission that the companies were clients of the 
firm, Mr. Jones? 

Mr. Jones. Yes, sir; and they were clients of the firm before I was 
on the commission and before I was associated with the firm. 

Senator Keravver. And you knew when you went into the firm— 
well, of course, you were there a year before, you knew they were 
clients at that time ? 

Mr. Joness. Yes, sir. 

Senator Krerauver. Mr. Jones, when these companies, the Central 
Kansas Telephone Co. and the Junction City Telephone Co. appeared 
before the commission, not through any representative of the firm, but 
through their lawyers or officers, what was your feeling about the 
matter? Did it disturb you in your thinking as to w hether you should 
sit as a member of the commission on their cases ? 

Mr. Jones. To the best of my knowledge the Junction City Tele- 
phone Co. did not appear before the commission any time while I was 
there. In the case of the Central Kansas Telephone Co. they did have 
a hearing before the commission on inductive interference. 

Senator Kerr. What is that? 
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Mr. Jones. In the case of the Central Kansas Telephone Co. there 
was a hearing before the commission on the question of inductive in- 
terference. 

Senator Kerr. What does that mean ? 

Mr. Jones. Well, the best way to explain it is when your radio in 
your car is bothered when you are driving along and it is emitting a 
lot of noise. 

Senator Kerr. And this hearing was in connection with somebody 
bringing them before the commission on charges that there was action 
on their } part that was resulting in inductive interference ? 

Mr. Jones. In the telephone lines. Yes, sir. 

Senator Kerr. There was no—— 

Mr. Jones (interposing). No financial 

Senator Kerr. No ratemaking case before the commission ¢ 

Mr. Jones. Noratemaking involved in that. 

Senator Krrr. Do you remember whether the case was decided while 
you were on the commission ? 

Mr. Jones. Yes, sir; it was. 

Senator Kerr. And what was the decision ? 

Mr. Jonrs. The decision was adverse to the Central Kansas Tele- 
phone Co. 

Senator Kerr. Adverse to your client ? 

Mr. Jones. Yes, sir. 

Senator Kerr. Unanimous decision ? 

Mr. Jones. To the best of my knowledge ; yes, sir. 

Senator Krrauver. While you were a member of the commission 
did the commission have jurisdiction of the rates of these two telephone 
companies, Mr. Jones ? 

Mr. Jones. Yessir, 

Senator Kerauver. Were the rates changed or any orders made by 
the commission during that time? 

Mr. Jones. None other than the inductive interference that I recall, 
Senator. 

Senator Kerr. He asked you if there was any decision changing the 
rates, 

Mr. Jones. Well, obviously I cannot recall all of the thousands of 
rates——— 

Senator Kerr. I understand. 

Mr. Jones. Of the rate changes and so forth that took place but there 
‘was none in which I participated. 

Senator Krrauver. You don’t remember any / 

Mr. Jonrs. That is right, sir. 

Senator Krravver. Well, did you get a legal opinion or anything 
with reference to being a partner in an accounting firm doing some 
business for one or both of these companies and sitting on the commis- 
sion at the same time which had jurisdiction over them ? 

Mr. Jonrs. No, sir. 

Senator Kerauver. You didn’t consider that that was improper or 
in any way re be a violation of the Kansas law ? 

Mr. Jones. I did not and I do not believe it was a violation of the 
Kansas law. 

Senator Keravuver. Mr. Chairman, Mr. Jones referred to a conflict- 
of-interst statute. I think I have found the one that he must have 
refererd to. May I have that code and have a copy of this part 
copied? We will pass it around. 
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There seems to be a section, chapter 74, section 605, which I would 
like to have made a part of the record. And there is also another 
chapter of the code that might be applicable entitled, “Official Interest 
in Contracts,” which is chapter 21, section 1608, which I would 
like to—— 

Senator Kerr. Well, the purported copy of 74-605 will be—let 
me say it this way. Chapter 74, section 605, is that Revised Statute 
1923 ? 

Senator Krravver. Yes, sir. 

Senator Kerr. That section from the code will be made a part of 
the record. 

Now I will read it. 

Senator Kerauver. Well, Mr. Chairman, could I also ask, it is a 
short section, section 1608 of chapter 21 which is 

Senator Kerr. Mark it and send it up here. We will look at it. I 
will read this one. 

Senator Kerauver. Revised Statute 1923, to be made a part of 
the record. 

Senator Kerr. Let me have the code. 

Did the copy you sent up here include all of 74-6057 

Senator Kerauver. It purports to include it all. 

Senator Kerr. (reading) : 





No person owning any bonds, stock or property in any railroad company 
or other common carrier or public utility, or who is in the employment of, 01 
who is in any way or manner pecuniarily interested in, any railroad company 
or other common carrier or public utility, shall be eligible, except as here- 
inafter provided, to the office of commissioner, attorney or secretary of said 
commission, nor shall such commissioner, attorney or secretary hold any office 
of profit or any position under any committee of any political party, or hold 
any position of honor, profit or trust under or by virtue of any of the laws 
of the United States or of the State of Kansas. Said commissioners shall be 
qualified electors of the State, and shall not while such commissioners engage 
in any occupation or business inconsistent with their duties as such com- 
missioners. And if any member of the commission, at the time of his appoint- 
ment, shall own any bonds, stock or property in any railroad company or other 
common carrier or public utility, or is in the employment of, or is in any way 
or manner pecuniarily interested in any railroad company or any common 
earrier or public utility such commissioner or other appointee shall within 
30 days divest himself of such interest or employment, and upon his failing 
to do so he shall forfeit his office, and the Governor shall remove such commis- 
sioner and shall appoint his successor, who shall hold until a successor is 
appointed and qualified. Each of said commissioners, attorney and secretary 
shall be sworn, before entering upon the discharge of the same, to faithfully 
perform the duties of the respective offices. Each of said commissioners shall 
enter into a bond, with security to be approved by the Governor, in the sum 
of $10,000, conditioned for the faithful prformance of his duties. Said com- 
mission is authorized and empowered to employ, subject to the approval of 
the Governor, such extra accountants, engineers, experts and special assistants 
as in its judgment may be necessary and proper to carry the provisions of this 
act into effect, and to fix their compensation; and such employees shall hold 
their office during the pleasure of said commission: Provided, That no person 
related by blood or marriage to any member of such commission shall be 
appointed or employed by said commission. 


Now, the other one was which one, Senator ? 

Senator Kerauver. Mr. Chairman, I have forgotten the number of 
it there 
Senator Kerr. Do you havea member of your staff 
Senator Keravver. Yes, it is official position, interest in a contract. 
Mr. Motz. 1603. 
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Senator Kerauver. Yes, sir. 

Senator Kerr. 1603 prescribes a penalty. It doesn’t say for what. 

Senator Kerauver. 1630, then, Mr. Chairman. 

Senator Kerr. 1608: 

That all officers, State and county, and all officers appointed or elected for 
the purpose of overseeing and directing any of the public improvements of the 
State, and all officers holding and exercising any office of trust or profit under 
and by virtue of any law of the State, be and they are hereby prohibited from 
taking any contract, or performing or doing or having performed or done for 
their own profit any work in and about the office holden by them, or in or about 
any work over which they have in whole or in part the supervision, direction 
or control, and for furnishing any materials used in such work, and from fur- 
nishing for the use of any institution, public work, county, township or other 
interest, the protection of which interest is a part of the duties of his office, any 
firewood, clothing, materials for building, or other thing required by such insti- 
tution, publie work, county, township or other interest so in the keeping in 
whole or in part of such person. 

That one? 

Senator Kerauver. Yes, that is the one I had reference to. But, as 
I said, the principal conflict-of-interest statute seems to be 74-605. 

Senator Kerr. Now, does the Senator call the attention of the com- 

mittee to any part of 74-605 that he feels was violated ? 

Senator Kerrauver. Yes, Mr. Chairman. The question, the 
purpose of section 605—— 

Senator Kerr. How is that ? 

Senator Kerauver. I say the purport—— 

Senator Kerr. I ask the Senator, Did he call the committee’s atten- 
tion to any language in the section which he feels was violated ? 

Senator Kerauver. Yes. 

Senator Kerr. Would you identfy it? 

Senator Kerrauver. Yes, “or who is in any way or manner 
pecuniarily interested in” 

Senator Kerr (interposing). In what? 

Senator Kerauver. “Interested in any employment or who is in any 
way’ — 

Senator Kerr (interposing). The way I read it is “pecuniarily 
interested in any railroad company or any common carrier or public 
utility.” 

Senator Krravuver. And then the question there is whether he, being 
a member of a firm which is pecuniarily interested in a contract with 
a utility, whether he shall be eligible to be a commissioner. 

Senator Kerr. Well, does the Senator interpret the language “pe- 
cuniarily interested in any railroad company or common carrier or 
public utility” as being other than referring to ownership of stock in 
such company / 

Senator Krerauver. It seems to be very broad in its terms. 

Senator Kerr. Well, it seems to be very broad insofar as being 
pecuniarily interested in any railroad company or a common carrier. 

Senator Kerauver. And then on down further there it said: 

Commissioners shall be qualified electors of the State and shall not, while such 
commissioners, engage in any occupation or business inconsistent with their 
duties as such commissioners. 

Senator Kerr. Well now, does the Senator allege that he engaged in 
an occupation or business inconsistent with his duty as a commissioner ? 

Senator Kerauver. It would seem to me that being a member of a 
firm and sharing in the profits of the firm, even though in a very small 
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amount, of utilities under the regulation of the commission would be 
held to be inconsistent with his duties. 

Senator Kerr. This provision to which you have called the com- 
mittee’s attention says that he shall not engage in an occupation or 
business inconsistent with his duty. 

Now, does the Senator indicate that he thinks that a man engaging 
in the occupation or business of a certified public accountant is incon- 
sistent with his duty as a member of the commission ? 

Senator Kerauver. Well, I would think that this had reference to 
whether he was doing work as a certified public accountant. 

Senator Kerr. It doesn’t say that. It says “shall not engage in an 
occupation or business inconsistent with” 

Senator Keravuver. Mr. Chairman, I think that to get the purport of 
this altogether that it is well to read, if I may read, beginning with 
the word “and,” down, for about 10 lines. If I may: 

And if any member of the commission, at the time of his appointment, shall 
Own any bonds, stock, or property in any railroad company 

Senator Kerr. All right. Now, is it your contention that he owned 
any bonds, stock, or property ? 

Senator Kerauver. Mr. Chairman, may I read the rest of it? 

Senator Kerr. If it is all right with you we will just take it sentence 
by sentence. 

Senator Keravuver. I would like to read it all and come back a sen- 
tence at a time. 

Senator Kerr. I read it all. Would you like to do it again ? 

Senator Keravver. I would like to read this sentence again. 

And if any member of the commission at the time of his appointment, shall 
own any bonds, stock, or property in any railroad company or other common 
earrier or public utility, or is in the employment of, or is in any way or manner 
pecuniarily interested in any railroad company or any common carrier or public 
utility such commissioner or other appointee shall within 30 days divest himself 
of such interest or employment, and upon his failing to do so he shall forfeit 
his office, and the Governor shall remove such commissioner and appoint his 
successor, who shall hold until a successor is appointed and qualified. 

It is my contention that 

Senator Kerr. Now, you said that when you did that you would go 
back and take it section by section with me. 

Senator Keravuver. Yes, I will. He did not, of course, according to 
the testimony 

Senator Kerr. Let’s take it section by section. 

If any member of the commission at the time of his appointment shall own any 
bonds, stock, or property in any railroad company or other common carrier or 
public utility. 

Now, do you claim that he did ? 

Senator Keravuver. The testimony here does not show 

Senator Kerr. “Or is in the employment of.” Is it your contention 
that he was in the employment of a railroad, common carrier, or public 
utility ? 

Senator Krrauver. It is my contention that he was. 

Senator Kerr. That he was? 

Senator Keravuver. Yes. 

Senator Kerr (reading) : 


Or is in any way or manner pecuniarily interested in any railroad company 
or any common carrier or public utility. 























be 


l- 
or 


ng 
nh- 


un 


of 
th 


all 


ill 
yn 
er 
ic 
lf 
it 
is 


O 


y 
Ir 


NOMINATION OF ARNOLD R. JONES 179 


Is it your contention that he was ? 

Senator Kerauver. Yes. Mr. Jones, as I understand his testimony, 
admitted that he was pecuniarily interested in 

Senator Kerr (interposing). No; he has not testified to that at all. 

Senator Krravver. I just want to finish my statement, Mr. Chair- 
man. 

Senator Kerr. I will contest the statement before it gets any further 
when you say that he has admitted that he was pec cuniarily inter- 
ested in 

Senator Keravuver. I hadn’t finished my statement, Mr. Chairman. 
If Imay 

Senator Kerr. All right. 

Senator Keravuver. I say Mr. Jones, by his testimony, has said that 
he was pecuniarily interested in these companies in that part of the 
profits that he got, however small, came from fees paid by these com- 
panies. 

Senator Kerr. I think the Senator is a sufficiently educated attor- 
ney to recognize that this language refers to a situation in which he 
was pecuniarily interested in and that that would mean having an 
ownership in or a commitment pecuniarily interested in any railroad 
in the judgment of this chairman as a lawyer refers to ownership. 

Senator Keravuver. Well, I thought that the first line up there re- 
ferred to ownership. “If any member of the commission at the time 
shall own”—now, that is the ownership. 

Senator Kerr. “Own any bonds, stock, or property.” That is 
right. 

‘Senator Keravver. “Or is in the employment of or is in any way 
or manner”—— 

Senator Kerr. Is there in evidence before the committee that he was 
in the employment of any of them? There is no evidence before the 
committee that he ever worked a day for one of them, and there is no 
direct evidence before the committee that he participated in any profit 
from anybody else that worked for them. There is evidence that he 
participated in profit from this accounting firm who before he entered 
it was the accountant preparing income-tax returns for two telephone 
companies. There is no ev idence that the employment of the firm in 
that regard resulted in profit which came to this witness, but if it did, 
then it would be a question as to whether or not that fact would be 
sufficient to determine that he was “in the employment of.” 

Senator Kerauver. Mr. Chairman, my distinct recollection of Mr. 
Jones’ testimony was that he admitted that some parts of the profit 
that he received, even though they were small, came from these two 
companies which his firm did some accounting work for. 

Senator Kerr. Does the Senator have that particular evidence? 

Senator Keravuver. Well, I am sure I can find it and I don’t think 
Mr. Jones will question that he said that. 

Senator Kerr. My recollection was that he said that he did not 
know if there was profit on the employment to the firm or not, but if 
there was, then he received a part of it. 

Senator Krerauver. Well, I assume that if his accounting firm did 
work for these companies that they must have paid the firm some- 
thing. 
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Senator Kerr. They certainly evidently did and there is a prob- 
ability that there was some profit, but as I inderstand the t testimony of 
the witness, the member doing the job got a per. diem out of it. 

Now, I want to say to the Senator that the fact that a firm takes 
a contract and does a job of work does not of itself necessarily pro- 
duce the conclusion that it was profitable. When a firm or an agency 
or an identity takes a job on a contract he hopes to make a profit and 
the experience of the chairman indicates that sometimes they do; but 
his experience also convinces him that they do not always make a 
profit. I am sure the Senator is in a position to either agree with 
that or state his reasons for disagreeing. 

Senator Keravver. Well, I think this about it, that Mr. Jones tes- 
tified that the firms interested in these companies, in their welfare as 
clients, that what they paid the firm was put in with other funds of 
which he shared a small percentage. 

Senator Kerr. He said he shared a percentage, he got money two 
ways. No. 1, if he did the work himself he got $12 a de ay; No. 2, that 
if the firm took an accounting job and made a profit that he got 1.6 
percent of such profit. 

Senator Keravver. And I will refer to the testimony. I am ask- 
ing my aide to find the place that Mr. Jones, according to my recol- 
lection, admitted that moneys paid by these two companies as clients 
of the firm would be in the general fund of which he secured a small 
percentage. 

Senator Kerr. It would be in the general fund received by the firm, 
but I distinctly remember that he told you he didn’t know whether 
it resulted in a profit or not. That if it did he got a percentage of it. 

Now, if the Senator from Oklahoma is incorrect in that he will ask 
the Senator from Tennessee to show him the record that indicates that 
my recollection is incorrect. 

‘Senator Kerauver. Well, the best way is to either read the 

Senator Kerr (interposing). Well, ask the witness again. 

Senator Kerauver. All right. 

Mr. Jones, from the funds paid or fees paid by these two companies 
and as clients of the firm of Brelsford, Gifford & Jones, when it came 
to paying your small percentage of the profit, did that include or 
would that represent moneys paid by these two companies? 

Mr. Jones. Senator Kefauver, you will recall that I testified that 
it was quite impossible to trace the cash that came from the collection 
of fees to the money that was received by me. I also testified that I 
did not know whether there was a profit on these particular accounts. 
I also testified that if the firm as a whole, during the year 1941, made 
a profit I would have participated to the extent ‘of 1.6 percent in that 
profit. 

Senator Kerauver. And if the amount paid by the companies had 
been larger you would have participated in a larger profit, is that 
correct ¢ 

Mr. Jones. No, sir; that is not necessarily a conclusion. 

Senator Keravuver. I don’t mean percentage, I mean your per- 
centage would have made for a larger sum ? 

Senator Kerr. He said if there had been profit he got part of it and 
if there had been profit and then the situation developed there was 
no profit he would have gotten 1.6 of it. 
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Senator Kerauver. Well, Mr. Jones, how do you reason that is 
not inconsistent with this statute? It says here, as I read it, that a 
person in the employment of, or in any way or manner pecuniarily 
interested in, a railroad or other common carrier, the amount you would 
receive as a member of the firm would to some extent depend upon how 
much these utilities paid your firm, would it not ? 

Mr. Jones. The amount I would receive would depend upon whether 
there was a profit or loss in the total operations of the firm. 

Senator Krerauver. But the amount they paid the firm would po 
to make up whether there was a profit or loss and there was a profit, 
was there not ? 

Mr. Jones. The total operations for the firm was a profit, I do not 
know what the facts are with regard to these accounts. 

Senator Keravuver. Well, if they had paid substantially larger an 
amount would that not have been reflected in an increased amount 
that you would have received ? 

Mr. Jones. Not necessarily. The expenses might have increased 
more rapidly than their payment. 

Senator Kerauver. Well, assuming their expenses remained the 
same and they paid a larger amount as a client of the firm, would you 
not have received your 1.4 or 0.6 percentage of the larger amount? 

Mr. Jones. If it resulted in a total profit by the firm being greater. 
Obviously the application of the percentage would be a bigger figure. 

May we do a little mathematics? Just a minute, I want to answer 
this question. 

Senator Kerauver. Certainly. 

Mr. Jones. A fair estimate of all of the fees that could have been 
collected from these two clients and all of the other clients that we 
had that may have also been regulated by the Commission would be 
$500. 

Senator Keravuver. Well, Mr. Jones 

Mr. Jones (interposing). May I finish ? 

Senator Kerauver. Oh, yes. 

Mr. Jones. A fair estimate of the net distributable profit on that 
would have been 40 percent. That would mean $200. If I got 1.6 of 
that it would have been $3.20, and I maintain without any reservation 
that that did not represent a conflict of interest. I happen to be a 
member of the American Institute of Accountants who have a code 
of ethics and with regard to their code in connection with the work 
before the SEC where the SEC makes a determination upon the cer- 
tification of the accountants, the code is to the effect that the account- 
ant shall not have a material interest in the firms that he might be 
certifying. I maintain without any question this did not have one 
iota of influence upon my work as a member of the Kansas State 
Corporation Commission. 

Senator Krrauver. Mr. Jones, may I say that the question is not 
the amount, in my mind; the question is the principle. And the ques- 
tion is also not whether it influenced you in the decision of the case, 
but whether you did have a pecuniary interest, however small. 

Senator Kerr. In what? 

Senator Kreravuver. In the employment of 

Senator Kerr (interposing). No; it doesn’t say that in the act. 
SENATOR KeFauver. Well, “or is in the employment of.” 








182 NOMINATION OF ARNOLD R. JONES 


Senator Kerr. Well, that is a different section. The pecuniary 
interest that is prohibited is in any way pecuniarily interested in the 
railroad company or the common carrier or the public utility. The 
phrase “pecuniarily interested” does not refer nor is it used in con- 
nection with the section that includes the word “employment.” 

Senator Keravver. It follows the word “employment,” Mr. Chair- 
man. 

Senator Kerr. That is a different section and entirely different 
reference. 

Senator Kerauver. The first part of the sentence there is the first 
ownership of stock or bonds of property; the next is employment of; 
the next phrase is 

Senator Kerr. The next clause. 

Senator Kerauver. The next clause, “or in any way or manner 
pecuniarily interested in 

Senator Kerr. What? 

Senator Keravuver. Railroad company, common carrier, or public 
utility. 

Senator Kerr. Now, is it your contention that the fact that the firm 
collected, we will say, $500 or say, $5,000 in fees, as the witness said in 
his judgment it was $500 for preparing the income-tax returns to the 
State and Federal Governments, would result in this witness being 
pecuniarily interested in those 2 companies? 

Senator Kerauver. Mr. Chairman, it is my contention that that is 
what the statute covers and I would like to read what Mr. Jones said 
about it. 

Senator Kerr. I asked you what your contention was. 

Senator Keravver. I said it was my position that his firm receiving 
money from the railroad—rather, the telephone companies, that is 
within the wording of this contract, employment of and pecuniarily 
interested, and that the amount—it is the principle that is involved, 
the amount is not the guiding part. 

Senator Kerr. Very good. The Senator is entitled to take any 
position he wants to. 

Senator Keravver. I will be glad. There has been some question 
about what Mr. Jones said about it. 

At page 211 of the transcript of Thursday : 

Senator Keravuver. So receiving money from the Central Kansas Telephone 
Co., even though it may be fixing up their income taxes or some pure auditing 
work, your firm would have an interest in the company, would it not? 

Mr. Jones. No, we would not have an interest in the company. 

Senator Keravuver. You would have an interest in it as a client? 


Mr. Jones. Obviously we would be anxious that our clients be successful, yes, 
sir. 


Then on the following page: 


Senator Keravuver. It says here that when the decision was reversed and then 
it went to the courts, there is an inference that it came back to the Commission 
and, to quote Mr. Shank, “The new rules laid down were the roughest on the 
rural electric systems of any in the country.” Was not the Junction City Tele- 
phone Co. a utility that you regulated? 

Mr. Jones. Yes, sir, and so far as I know they did not appear before the 
Commission at any time while I was a member. 

Senator Kerauver. Were they not also a client of your firm? 

Mr. Jones. Yes, sir. 
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Page 206: 


Senator Keravver. Did that represent general money of the firm, some part 
of which may have been paid for accounting work done for companies which also 
had matters before the Utility Commission? 

Mr. Jones. The amount was credited to my account and I withdrew it over 
a period of several months, along with the credit I already had. It would be 
impossible for me to trace the source of the cash. 

I ask, Mr. Jones, did you raise any question either in your firm or as 
a member of the Commission about the fact that your firm did do some 
accounting work for these companies ¢ 

Mr. Jongs. No, sir; I did not. 

Senator Keravuver. Mr. Chairman, I want to pursue just one other 
line of questioning very briefly if I may? 

Senator Kerr. I will be happy to agree to all of the requests. 

Senator Kreravver. I thank the chairman. 

Now, Mr. Jones, you said that in your first day of testimony that 
about this matter that you first went to see Mr. Brundage and Mr. 
Brundage suggested that you might be interested in securing a posi- 
tion on one of the regulatory agencies. Is that not correct? I mean 
one of the regulatory agencies? 

Mr. Jones. He asked me if I might be interested, yes. 

Senator Kerauver. And you told him that you would not? 

Mr. Jonrs. That is right. 

Senator Krrauver. Now, you had had experience in ratemaking on 
the Commission. The Interstate Commerce Commission does some- 
thing along the same line; the SEC and the Federal Trade Commission 
and some of the other regulatory agencies have many accounting prob- 
lems. It would seem that in the light of your experience the regulatory 
agencies would fit in with your experience better than the TVA. Why 
was it that you were not interested in the regulatory agencies ? 

Mr. Jones. I had not given consideration of that as a possibility. 
1 was at that time making plans to go back to my teaching work and 
there just was not enough attraction involved in the challenge that 
those agencies might present that I wanted to serve on them. 

Senator Keravuver. I didn’t understand; not enough what involved ? 

Mr. Jones. Challenge. 

Senator Krerauver. Challenge. 

Well, did the length of tenure of those agencies compared with TVA 
have anything to do in your consideration of it? 

Mr. Jongs. Yes, I considered that. 

Senator Kerauver. And you liked the idea of a 9-year appointment ? 

Mr. Jones. Yes, sir. 

Senator Kerauver. Now, in considering whether the TVA or these 
other agencies had more challenge you must have previously given a 
good deal of consideration to the work of the TVA, to its activities, to 
what it did, had you? 

Mr. Jones. Not a great deal of activity. I knew of the discussions 
that had been taking place: yes, sir. 

Senator Kerauver. Well, you were interested in the TVA and not 
the regulatory agencies so that you must have made some estimate 
of what you would be called on to do down at the TVA, did you not? 

Mr. Jones. Yes, sir. 
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Senator Krravver. You were down at Camp Tyson at one time 
which is at Paris, Tenn., did you study the TVA in the forties when 
you were there ? 

Mr. Jones. No, sir. 

Senator Keravuver. That is at Paris, Tenn. 

Mr. Jones. Between Paris and McKenzie, Tenn. 

Senator Keravuver. Which is quite a TVA territory, right at Ken- 
tucky Lake, is that not true ? 

Mr. Jones. I did not visit Kentucky Lake. I was rather busy with 
military matters. 

Senator Keravuver. But you knew that was one of the TVA lakes? 

Mr. Jones. Fora period of time in Paris we stayed with an employee 
of the TVA and that is the only contact we had with it. 

Senator Kerauver. Well now, Mr. Jones, if you were given some 
consideration of the TVA I wanted to ask you about an article in the 
New York Times and in the Chattanooga Times by Mr. Charley 
Bartlet who is a very careful reporter, which says here—I don’t 
know whether—this is the Chattanooga Times, apparently : 

When photographers went into his office to take the picture later this after- 
noon— 
this is June 29, speaking of you— 


he commented that he had just learned he would be able to live on top of the 
beautiful mountain outside of Chattanooga. 

Do you remember that ? 

Mr. Jones. That isa misquote. 

Senator Keravuver. That is not a true quotation ¢ 

Mr. Jones. That is right. 

Senator Kerauver. What did you say in connection with the moun- 
tain in Chattanooga ? 

Mr. Jones. Senator, I do not recall exactly what I said, but one of 
the photographers, I do not know his name, mentioned Lookout Moun- 
tain in Chattanooga, I did say I thought it would be a nice place to 
live. 

Senator Kerauver. You had been there prior to that time? 

Mr. Jones. I have driven through, yes. 

Senator Keravver. And you said you thought it would be a nice 
place to live. But you say this inference that you were going to live on 
top of a mountain outside of Chattanooga is incorrect ? 

Mr. Jones. Yes, that is incorrect. 

Senator Kerauver. Allright. 

Now, Mr. Jones, when you talked with Mr. Brundage on that oc- 
sasion and was that some time in the early part of June, or do you 
recall ¢ 

Mr. Jonzs. I do not recall the exact date. I believe the announce- 
ment was on the 29th of June. The records will show. 

Senator Keravuver. Yes, it was on the 29th of June, apparently. 
And how long before was it that you talked with Mr. Brundage? 

Mr. Jones. Perhaps a week. 

Senator Kerauver. Did you talk with him in your office / 

Mr. Jones. Yes, sir. 

Senator Krerauver. And then just exactly what did you say to Mr. 
Brundage about the TV A, Mr. Jones? 
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Mr. Jones. I do not recall the exact conversation but to the effect 
that I would be interested in an appointment to the TVA Board. 

Senator Kerauver. And what did Mr. Brundage say to you # 

Mr. Jones. I again do not recall the exact, he said he thought that 
might be a good appointment. and that he would discuss it with the 
White House. 

Senator Kerauver. Well, what was said, if anything, about the gen- 
eral program and the policy of the TVA and what should be done for 
the TVA? 

Mr. Jones. We did not discuss that at that time. 

Senator Kerauver. Just that he thought that might be a good idea, 
that he thought something could be done about it? Is that what you 
are saying ¢ 

Mr. Jones. The import of our conversation would be that, yes. 

Senator Kerauver. When did you hear from Mr. Brundage again ? 

Mr. Jones. I did not hear from Mr. Brundage again; either that 
day or the next day Mr. Jerry Morgan of the White House, concern- 
ing whom I have testified, called me to his office and we discussed it. 

Senator Kerauver. What did you and Mr. Jerry Morgan discuss ? 

Mr. Jones. The possibility of my being appointed. 

Senator Kerauver. He called you over to the White House, is that 
where his office is ? 

Mr. Jones. Yes, sir. 

Senator Kerauver. Did Mr. Brundage go over with you ? 

Mr. Jones. No, sir. 

Senator Kerauver. You knew from Mr. Morgan’s conversation 
that Mr. Brundage had discussed the matter with him ? 

Mr. Jones. I do not know who Mr. Brundage discussed it with in 
the White House. 

Senator Kreravuver. Just exactly what did Mr. Morgan have to say 
to you about it : 

Mr. Jones. Again I do not recall the specific conversation. We dis- 
cussed the possibility of my being appointed, we discussed the back- 
ground that I had had in connection with the regulation of utilities, 
and he sent for my FBI file. ; 

Senator Kerauver. Well, was there any talk about the refinancing 
plan which was pending up here? 

Mr. Jones. No, sir. 

Senator Keravver. Or about the attitude of the administration 
toward the Tennessee Valley Authority when you were talking with 
Mr. Morgan. 

Mr. Jones. No, sir. 

Senator Keravuver. How long did that conversation last? 

Mr. Jones. Probably 30 minutes. 

Senator Krravver. Did you see anybody else in the White House 
about it at that time? 

Mr. Jones. No, sir. 

Senator Krrauver. Then what did you do after that? Did you 
report back to Mr. Brundage? 

Mr. Jones. No, sir. 

Senator Krerauver. What was the next you heard about it, Mr. 
Jones. 
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Mr. Jones. I have not kept a record mentally or otherwise of every 
incident in connection with it, but the next thing I recall is the 
speculation in the press that I might be appointed, which I believe 
is about 

Senator Keravuver (interposing). I mean who did you talk with 
about it next? 

Senator Kerr. You mean representing the White House, Senator ? 

Senator Keravver. The White House or the Bureau of the Budget. 

Senator Kerr. I don’t presume you are asking him if he talked to 
his wife about it. 

Senator Keravuver. No. In official position, of course. 

Mr. Jones. So far as any discussion that would have any bearing 
on whether or not it would be made I had no further discussions. 

Senator Krravuver. Did you report to Mr. Brundage your dis- 
cussion with Jerry Morgan ? 

Mr. Jones. Mr. Brundage and I worked together and undoubtedly 
during the following week we mentioned it, yes. I don’t recall 
specifically. 

Senator Keravuver. You don’t remember the particular conver- 
sation. 

Mr. Jones. I made no particular effort to come back to him, if 
that is your question. 

Senator Keravuver. When was it you went over and talked with 
Gen. Jerry Persons about the matter? 

Mr. Jones. I cannot fix the day but it was after the nomination 
had been sent to the Senate. 

Senator Keravver. A few days after June 29, I suppose? 

Mr. Jones. Well 

Senator Keravuver. June 29 seems to have been when the appoint- 
ment was made. 

Mr. Jones. I believe it was sent up on a Monday. 

Senator Keravver. Anyway, I don’t want to get to worrying about 
the exact date, but it was very shortly thereafter. 

On that occasion did General Persons call you to come over or just 
how did you happen to go to the White House ? 

Mr. Jones. No, sir; I eat lunch at the White House quite often and 
I happened to see him in the hall when I was going to lunch. 

Senator Kerauver. And then did you have a visit with him after- 
wards about it? Did you go to his office or where did you talk with 
him ? 

Mr. Jones. No, we just happened to stop in the hall and talk about 
it. He said he thought it was fine. 

Senator Kerauver. And what did you say to him? 

Mr. Jones. I said that I hoped that I would be confirmed. 

Senator Krerauver. And was there any other conversation between 
you ? 

Mr. Jones. No, sir; not with regard to policy on TVA I cannot 
remember the total conversation. 

Senator Keravuver. Well, on policy, who have you talked with about 
policy ? 

Mr. Jones. I have not discussed policy with anyone. 

Senator Kerauver. What subsequent conversations or conferences 
did you have with anyone on the White House staff about it, Mr. Jones? 
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Mr. Jones. As far as individuals at the White House I have not 
discussed it with them subsequently, as I testified the other day. 
Obviously with the attention this matter has gotten nearly everyone 
who knew me would mention it in passing, but there has been no dis- 
cussion of policy. 

Senator Kerauver. Well, who else have you talked with about it 
over at the White House? If anyone. 

Mr. Jonges. Well, Senator 

Senator Keravuver. You have mentioned Morgan and General Per- 
sons. 

Mr. Jones. Nearly everyone as I see them, as I am working, say, 
well how are are you getting along? If that is a discussion I have 
discussed it with a good many people. Now, the matter of discussing 
policy I have discussed it only—discussing the appointment, I haven’t 
discussed policy, I have discussed it only with Mr. Morgan and General 
Persons. 

Senator Kerauver. And then when was the last discussion you had 
about the matter with Mr. Brundage ? 

Mr. Jones. Well, there has been no discussion. Mr. Brundage 
quite often inquires how the hearings are going. 

Senator Kerauver. Did you have a talk with him at any length since 
the first time ? 

Mr. Jones. Not on the question of either the appointment or any 
policy ; no, sir. 

Senator Kerauver. Do you mean to tell us, Mr. Jones, that no one 
in the White House ever wanted to know what you thought about 
the TVA before you were appointed? What attitude you had about 
it? 

Senator Kerr. There has been no statement by the witness that 
they knew what he thought. 

Senator Keravuver. I was just asking him, Mr. Chairman. 

Senator Kerr. You say do you mean to tell us—and I say that he said 
nothing that would remotely indicate that he was telling you that. 

Senator Kreravver. Well, let me ask the question then another way. 

Did anyone in the White House talk with you about what you 
thought about the TV A, if that is your attitude toward the TVA ? 

Mr. Jones. Certainly not from the standpoint of the discussions 
or questions that have been discussed at this hearing; no, sir, _ 

I believe the people at the White House have sufficient confidence 
in me that they know I will do what is good for TVA. 

Senator Kerauver. Well, do I understand, then, that no one in the 
White House talked with you with reference to your attitude about 
the TVA in connection with this appointment ? 

Mr. Jones. No one at the White House discussed that matter with 
me, that is correct ? 

Senator Kerauver. Well, do you think they previously knew your 
attitude about the TVA ? 

Mr. Jones. I have no basis of knowing what their opinions were. 
No, sir. 

Senator Krerauver. Well, have you previously discussed, not pend- 
ing the time of this appointment, but in months previous to that your 
attitude about the TVA with people in the White House? 

Mr. Jonrs. No, sir: IT have not participated in that part of the 
work. 
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Senator Kerauver. You had not talked with them about it ? 

Mr. Jonss. No, sir. 

Senator Kerauver. Well, did Br. Brundage talk with you or did 
you talk with him about your attitude toward TVA ? 

Mr. Jongs. No, sir. 

Senator Keravuver. Not at all? 

Mr. Jones. No, sir. 

Senator Kerauver. Well, do I understand, Mr. Jones 

Senator Kerr (interposing). Does the Senator think it is a fair 
question to ask this witness what you understand ? 

Senator Kerauver. Well, I just asked him am I to understand 
something. 

Senator Gore. “Correctly.” 

Senator Keravuver. Do I correctly. 

Mr. Jones, who have you discussed in an official position outside of 
the discussions here in this committee your attitude or your position 
or your feelingsabout the TVA? Iam not talking 

Senator Kerr (interposing). Do you mean ‘at the White House 
or the Bureau of the Budget ? 

Senator Keravuver. The White House or the Bureau of the Budget 
or anyone else in an official position outside of the testimony you have 
given here ? 

Mr. Jones. Nothing outside of the testimony I have given here. No, 
sir. 

Senator Kerauver. When have you ever made any expressions or 
have you ever made any expressions or written any articles or any 
memoranda which would give your position or opinion about the 
TVA? 

Mr. Jones. So far as I know no such writing has ever taken place. 

Senator Keravuver. Well now, you participated in the makeup of 
the budget of the TVA from time to time or at least on one oce: asion, I 
believe you said. Did you on those occasions express your position or 
your attitude about the TV A ? 

Mr. Jones. I participated in the general putting together of the 
total budget, yes, sir; but the specific attitudes toward TVA were not 
discussed. 

Senator Kerauver. Well then, is it a fact or is it true, Mr. Jones, 
that from your testimony that prior to your coming here before this 
committee, either in private or in the Bureau of the “Budget you have 
not put forward your position or your attitude about the TVA? 

Mr. Jones. To the best of my knowledge I have never expressed 
myself on TVA until this hearing. 

Senator Kerauver. Until this hearing? 

Mr. Jones. That is correct. 

Senator Krerauver. Well, Mr. Jones, does it occur to you to be any- 
thing unusual about appointing a person to a position without having 
received some expression about their attitude toward the agency that 
they are going to administer ? 

Senator Kerr. Is the Senator seeking to put the witness in the posi- 
tion of either imposing judgment on the thinking in the White House 
or responsible for it ? 

Senator Krrauver. No. I am just asking the witness if in his 
official position 
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Senator Kerr (interposing). If he is I want to say to him he is 
putting a barrier in front of him that no reasonable man that I know 
‘an attempt to overcome. 

Senator Krrauver. Mr, Chairman, I think that is a reasonable 
question. 

Senator Kerr. I think my observation is a reasonable observation, 
too. 

Senator Kerauver. I am sure all of the Senator’s observations are 
reasonable, 

Senator Kerr. Well, that is an objective devotedly to be hoped 
for, but the attaining of which is sometimes controversial, whether 
applied to the Senator from Tennessee or the Senator from Okla- 
homa. 

Senator Krrauver. I just—let me ask the witness a question in a 
different sort of way. 

Did you think it unusual, Mr. Jones, that you would be nominated 
and that your name would be sent up here for this important position 
without you having made any expression or without you having 
been asked for any expression of your attitude toward the TVA? 

Mr. Jones. It was the President’s decision, Senator. 

Senator Kerauver. Well, I know it was the President’s decision, but 
I was asking you how you "felt about it. What did you think about 
your name being submitted without anyone asking you with reference 
to how you felt, what your program would be for the TVA? 

Mr. Jones. I felt it was a compliment that he had sufficient con- 
fidence in me to send my name up here, Senator. 

Senator Krerauver. Insofar a 

Senator Kerr. In other nth aa you felt if there was any failure on 
his part to meet the responsibilities of his oflice by appointing you 
without having previously discussed this matter with you that your 
attitude is that it was a failure that you’d be disposed to refrain Rows 
criticizing. 

Mr. Jones. Yes, sir. 

Senator Kerr. I think that is a reasonable conclusion for the wit- 
ness under the circumstances, don’t you, Senator ? 

Senator Kerauver. Well, ‘that is one conclusion that one might 
draw. 

Mr. Jones, as a member of the Bureau of the Budget, on the staff 
of the Bureau of the Budget, did you sign any memoranda, a letter 
in connection with the TVA or its appropriation, or its appropriation 
for it outside of the letter that has been read here which was sent to 
Senator Chavez as chairman of this committee ¢ 

Mr. Jones. I recall signing a letter authorizing them to dispose of 
of some land at one time. 

Senator Kerauver. Who was that letter directed to? 

Mr. Jones. That was directed to General Vogel, as Chairman of 
the TVA. 

Senator Kerauver. Authorizing the disposal of certain property 
that they wanted to sell? 

Mr. Jones. That is right, purely administrative act, carrying out 
a delegated 
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Senator Keravver. Do you know of any other memoranda or letter 
that you have signed with reference to the TVA or any policy question 
in connection with the TVA aside from the letter to Senator Chavez? 

Mr. Jones. I can think of none at the moment, no, sir. 

Senator Kerauver. Then so far as any expression of policy or a 
policy matter about the TVA, the Chavez letter is the only one that 
you remember having signed, is that correct ? 

Mr. Jones. That letter was not an expressio1 of my opinion of 
policy, it was an administrative act advising this committee of the ad- 
ministration’s position with regard to the specifi: financing of TVA. 

Senator Krerauver. You have explained that, but whatever the let- 
ter represented, that is the only 

Senator Kerr. That is the only letter which you, as an official of 
the budget have directed, that you can recall, in which policies were 
cliscussed ? 

Mr. Jones. That is correct. 

Senator Keravver. How about internal memoranda with reference 
to the policy of the TVA ? 

Mr. Jones. To the best of my knowledge, I have never signed such 
an internal memorandum in this regard. 

Senator Keravuver. Mr. Jones, you are no doubt familiar, and it 
has been before various Government agencies, particularly the Internal 
Revenue Department, with the electric companies’ advertising pro- 
gram, are you not / 

Senator Kerr. Would the Senator repeat that question / 

Senator Keravuver. I say you are no doubt familiar, because it has 
been before some of the Government departments, particularly In- 
ternal Revenue Department, with the electrice—EC A P—electric com- 
panies’ advertising program, let me get the exact name of it. 

Senator Kerr. Mr. Jones, do you know the program about which 
the Senator is talking ? 

Mr. Jones. I do not. 

Senator Kerr. Are you familiar with it / 

Mr. Jones. No, sir. 

Senator Kerauver. Well, I am talking about the program, Mr. 
Jones, that you see advertisements in various magazines in which they 
infer that TVA is socialistic and that it is not carrying its part of 
the load. Here is one, for instance, “Would You Call This Fair 
Play ?,” No. 5 has to take the high hurdles, No. 3 gets by with the low. 
And, part of every dollar you pay for electricity goes for taxes, but 
public electrical groups, and some of them mention the TVA directly, 
don’t pay their load of taxes. 

Have you seen these advertisements / 

Mr. Jones. I am not familiar with them, as I leaf through maga- 
zines, I think I have seen some of them, I do not recall ever reading 
one. 

Senator Kerauver. You have seen them, you know the purport of 
them, do you ? 

Mr. Jones. No, sir. 

Senator Kreravver. You’ve seen them from time to time in the vari- 
ous magazines: were you interested in them or were you not interested / 

Mr. Jones. They did not interest me enough for me to stop and read 
them. 
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Senator Keravver. Are you aware that over a period of quite a 
long time the private utilities through some advertising program have 
been carrying on and have been running these advertisements i in various 
magazines all over the country ¢ 

Mr. Jones. I am not aware of the extent of it. As I say, I have 
noticed them as I leaf through magazines, I have not read one of them. 

Senator Kerauver. Well, Mr. Jones, if you were interested in the 
TVA and its success, how do you explain that you wouldn’t read these 
articles ? 

Senator Kerr. I will advise the witness that he can answer that or 
not as he sees fit. His failure to read or his reading of advertise- 
ments is his own business and he has given you the fact about it and as 
to why he did it is his own business. If he wants to answer the ques- 
tion, he can. If I were he I would tell you that that was my own busi- 
ness. 

Senator Keravver. Well, Mr. Chairman, I am trying in my own 
humble way to find out about Mr. Jones’ interest in TVA over a period 
of years and this has been a matter 

Senator Kerr. That is one thing, but as to why he does or does not 
read advertisements in my judgment i it isnot a matter of proper inquiry 
in this hearing. 

Senator Keravver. The name of this program is electric companies’ 
advertising program, ECAP. 

Senator Kerr. If you are going to brand the witness for ignorance 
for not knowing the details of it, you are going to have to brand the 
chairman of this subcommittee. While I must s: iy I have no academic 
interest in it, Senator, the committee is not going to devote much more 
time to it. 

Senator Keravuver. Well, my interest in it was that all of us in- 
terested in TVA, or many of us, anyway, have been very much con- 

cerned about this advertising program and I just wanted to find out if 
the witness had read it, whether he was interested in it and whether 
he was concerned about it. 

Senator Kerr. He answered the question. 

Senator Keravver. Well, from what you have seen of the program, 
Mr. Jones, can you give us any idea of what you think of it, that i is 
the advertising pr ogram? 

Mr. JongEs. No. sir, T cannot. 

Senator Krravuver. You haven't gotten enough information to ex- 
press an opinion or to formulate an opinion one way or the other? 

Mr. Jonrs. No, sir. 

Senator Kerauver. Mr. Chairman, Mr. Jones made a hypothetical 
answer a few minutes ago with reference to the amount that the ac- 
counting firm may have received from these two utilities during the 
years involved here. His hypothetical answer was based upon $500. 
I would like to ask that he secure the exact amount and file it with the 
committee. 

Senator Kerr. The chairman will ask him to secure that amount. 

Mr. Jonrs. I do not believe it will be possible. 

Senator Kerr. If you make the effort and find that it isn’t, that will 
be your report to the committee. 

Senator Kerratver. You had some books there showing—you 
showed me one, if I may see it just a second, Mr. Jones, of 1940 or 1941, 
which—are records not available 
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Senator Kerr. I told the Senator that I would ask him to find out if 
he could secure that information and if he can submit it to us, if not, 
the best judgment that he can give us on it. And the committee is now 
going to recess until 2 o’clock at which time Senator Stennis will be 
permitted to ask questions of Mr. Jones. 

Senator Keravuver. Very well, I appreciate the opportunity of ask- 

a these questions. 

Avery. Mr. Chairman, Congressman Jones of Alabama is here. 
He had requested to be heard. C ould you hear him, too? 

Senator Kerr. After Senator Stennis, yes, sir. Yes, sir, I would 
be glad to hear my good friend from Alabama. 

Congressman Jones. Thank you, Mr. Chairman. 

(Thereupon, at 12:30 p. m. the subcommittee was adjourned to re- 
convene at 2 p. m. this day.) 


AFTERNOON SESSION 


Senator Kerr. The committee will be in order. Senator Stennis? 

Senator Stennis. Thank you, Mr. Chairman. 

Mr. Chairman, Mr. Jones, and members of the committee, I am not 
going to be lengthy nor extended in my questions. I want to avoid 
repetition as much asI can. But I think, Mr. Jones, that anyone who 
lives in the area, and represents the area served, should come here and 
ask you a few questions as a matter of deference to you as well as to the 
position. 

Mr. Jones. Thank you, sir. 

Senator Stennis. And also talk to you about our interests and our 
need as well as the policies. 

I have been here during part of your testimony. I have read parts 
of the record as to others. You talked about the power operations and 
all, and the fertilizer development program. I want to ask you a little 
more, particularly with reference now to the flood-control ‘operations 
of this project; and ask you a specific question thereon. 

You are in favor of continuing the flood-control operations, T am 
sure, at least at their present level which I understand is perhaps about 
the maximum level? 

Mr. Jones. Yes, sir; I certainly am. 

Senator Stennis. Of course you know there will be additional ex- 
pense that will come in in the course of time in at least maintaining 
facilities which have already been constructed ? 

Mr. Jones. Yes, sir. 

Senator Stennis. You have an affirmative, positive attitude on that 
phase of it too? 

Mr. Jones. Yes, sir. 

Senator Srennis. As I understand now, they have about completed 
the flood-control phase of this river control project, isn’t that correct ? 

Mr. Jones. I am not familiar with the details of that, Senator. My 
understanding, from reading, is that that is very largely completed. 

Senator Stennis. Largely utilized ? 

Mr. Jones. Yessir. 

Senator Srennis. Any way, you have no reservation whatsoever 
about the operations of it to the fullest benefit of the area served ? 

Mr. Jones. Nosir, no reservation. 
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Senator Srennis. There is a question of traffic on these rivers. I 
ran into some figures on the volume of traflic, for 1955, which had 
really exceeded that which was predicted to be dev eloped by the year 
1960. I believe they have also developed the locks and different trans- 
portation facilities. You do favor then a continuation of this service 
to the area ? 

Mr. Jones. Yes sir. 

Senator Stennis. I think one of the great assets of our Nation, as 
you can see it by flying over the Mississippi Valley is its inland water- 
way system. You can see the barges on the Ohio and Mississip i and 
Missouri and the other rivers that may be on the way to Pitts ahereh 
or on the way to Minneapolis or Kansas City or New Orleans. The 
rivers represent a great part of the strength of this country, and the 
Tennessee river alone about 10 million ton-miles of freight moved 6n 
the river in 1955, as contrasted with the prediction of 7 million tons for 
1960. This estimate was made in 1940. But it shows that the volume 
of traffic has been beyond anticipation, and that this navigation pro- 
gram of TVA is most important. 

As to malaria control, I am not very familiar with that. I am on 
the Appropriation Committee where Senator Hill of Alabama sent 
over an amendment on malaria control which was adopted. They 
are doing so very much for a lot of other areas in the world, also. Do 
you expect to continue your malaria control program ? 

Mr. Jones. I would support that, yes sir. 

Senator Stennis. The reports are that no case of malaria can be 
traced to mosquitoes originating in TVA lakes. I don’t know how 
you identify the mosquitoes, but it is important that this program 
be continued. Next is re forestation, timber management, growth of 
pulpwood, and new enterprise of that kind that came to our area of 
the country because of the fast growing pines. 

TVA has pioneered in this and this timber forest man: igement tech- 
nique has helped the forest industry as has the growing of seedlings by 
TVA. I understood that TVA supplied 90 percent of the seedlings 
planted in the valley since 1934, Reforestation has a direct relation, 
as you understand, do you not, to flood control itself ? 

Mr. Jones. Yes sir, it does. 

Senator Srennis. That is in controlling and retaining the water 
where it falls? 

Mr. Jones. Right. 

Senator Srennis. I know your background in Kansas, your con- 
nection with the State college there. You are familiar with and you 
are interested in that part of the program I am sure. 

Mr. JoNrs. Indeed I am. 

Senator Stennis. It is a very big factor. 

I heard your testimony this morning with reference to wnat you 

said about TVA as an independent agency, and I won't go over all of 
that. Imade a memorandum of your prepared statement this morning. 
IT won’t even ask you to read it again, but I would like to have a copy 
of it at some time, and I will obtain that from the record. From that 
I got the idea that you were thoroughly in sympathy with the inde- 
pendent feature of the Tennessee Valley Authority; is that correct ? 
You said, as I recall, that you would not yield on a point of your 
judgment of what you thought was to the interest of the Tennessee 
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Valley Authority, and that you wouldn’t yield even to the appointing 
power itself? 

Mr. Jones. That is correct, sir. 

Senator Srennis. I commend you for that statement, and it is the 
only way that we could have it, an agency that is really independent. 

I know that you are familiar too with the bill that passed the Sen- 
ate. I don’t know what form it will be in when it becomes law. Are 
you in sympathy with the idea of revenue bonds for needed expansion 

of TVA? 

Mr. Jones. Yes sir, to meet their public utility responsibility. 

Senator Stennis. I know you have been over all this, about the 
expansion of the program w ithin the valley area, w ithin the Tennessee 
Valley Authority area, but first I want to make clear, this necessary 
expansion of generating capacity for the people that are already being 
served. That would be one of the easiest things to decide. I assume 
that you are very firm in that, to extend the power services to meet 
the growth of the area that is now being served by the Tennessee 
V alley Authority ? 

Mr. Jones. Yes sir, am. I think there is a public utility respon- 
sibility to those people. 

Senator Srennis. At one time the little town I live in owned its 
own utility and sold out to a private public utility which gave very 
good service. But one morning we awakened to the fact that it had 
been sold to the TVA and the REA people. Of course we have no 
other source of supply left. I am sure that happened in many other 
instances. ‘There is no other source of supply except TVA _ power. 
The larger towns and cities in these areas could probably take care of 
themselves. 

Have you been in the territory enough to realize that a great part 
of this area is situated as I said, small towns and rural areas which 
once had a local source of electricity, which was sold out without their 
knowledge so that now TVA is the only source of power ? 

Mr. Jones. No; I am not that familiar with it. 

Senator Srennis. A great part of the area that you would adminis- 
ter is in that shape. You can’t get a description of it by thinking of 
Memphis, Chattanooga, or some city like that; it isa vast area of small 
towns and villages, and even rural areas that set up manufacturing 
plants, with gr ade- A dairies and a number of other business enter- 
prises. Now it is theoretical to talk about them not being supplied 
with electricity to take care of that expansion. 

Mr. Jones. I agree with that. I ne — is a part of the public 
utility responsibility of the TVA in the 

Senator Srennis. You would feel a can responsibility there and 
would carry it out, of course ? 

Mr. Jonrs. Yes, sir. 

Senator Srennis. May I ask you a few questions about research and 
development. What would be your position there with reference to 
atomic reactor plant installations as part of a pilot program? 

Mr. lone: Do you mean installed by the TV A ? 

Senator Stennis. Yes. What are your ideas about it ? 

Mr. Jones. I of course would want to know all the facts about it, 
Senator, but I see no reason why it would not be an excellent experi- 
ment. 
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Senator Stennis. Yes, of course you would have to know the facts, 
the details of it. But as a general proposition, I am sure you agree 


that ae something that should be fully explored as a new source of 
power 


Mr. Jones. Yes, sir. 

Senator Stennis. And asa part of this research and power possibil- 
ity it would be in line with your thinking and ideas for a pilot plant—I 
am limiting my question—a pilot plant, “to be carried on by TVA? 

Mr. Jones. I would think that would be an excellent experiment ; 
yes sir. 

Senator Kerr. Would the Senator yield right there ? 

Senator Stennis. Certainly. 

Senator Kerr. As I contempl: ite the future of electrical consump- 
tion in this country—I said the other day in my judgment within 35 
years it would be 16 times as much as it is today—I contemplate the 
need for the utilization of every available source of power, and then 
for the exploration on an aggressive basis to find additional sources of 
power. I frankly think that both the Government and private enter- 
prise have different responsibilities in that regard. In many areas the 
private utilities as they look forward to supplying their areas with 
an abundance of power in the future are now actively engaged in 
experimentation as to atomic engineering being a source of additional 
power for them in the future. 

It has been made manifestly clear here that the TVA Authority is 
the public utility for an area of 5 million people. _It is the only utility, 
power utility in the area of 5 million people. Would you feel = 
they not only had a responsibility to keep well abreast of what wa 
being developed by utilities serving other areas in order that tr 
might be informed as to the means of developing the power supplies 
in the future be yond those which the conventional types now in use 
would be able to furnish, would you regard it as a responsibility of 
theirs to have somewhat the same desires and purpose to help explore 
for new sources of power that they would be able to meet their respon- 
sibilities as the noon for their area, in line with what other utilities 
were doing in the areas they were serving ¢ 

Mr. Jones. Senaber Kerr, the matter of research and development 
in connection with the responsibilities of TVA for power seems 
to me to be an appropriate adjunct to their operations, and that is 
what I understood your question to be. 

Senator Kerr. My question is, do you think there would be some- 
what if not the same responsibility on them to making research and 
experimentation with reference to additional sources of power as 
might be required as it is the responsibility of other utilities serv- 
ing other areas with reference to those areas? 

Mr, Jones. Yes, sir, I think it is their responsibility. 

Senator Kerr. Thank you. 

Senator Srennts. This matter of new money for additional financ- 
ing through revenue bonds will come around to the question of rates. 
What is your idea about that? I don’t know to what extent it may 
be covered in the bill. When sha new generating capacity is built 
out of future power revenues, it will require an increase in rates. 
Would you have in mind applying a aenene increase in rates through- 
out the area, or would it apply to the area served by the new units, if 
those watts supply a limited area? ian you thought about that? 
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Mr. Jones. Frankly I have not thought about that specific question, 
and as I am sure you appreciate, Senator, the construction of a rate 
structure for a utility as large as TVA is a very technical and in- 
volved matter in order to get equity and fairness. As I recall the 
Kerr bill, however, it provided for pledging the revenue from all 
of the operations. 

Senator Srennis. After certain requirements were met. 

Mr. Jonrs. Operating requirements and a number of items set out 
in the bill. That being the case it would seem to me that it would 
follow that the rates would be comparable throughout the area, 
rather than segregated, depending upon the particular unit. Another 
reason which it would be quite impossible to segregate the power 
system would be hooked up to the generators in the dams, the gen- 
erators in the steam power houses, and the generators that are put 
in any new steam-generating capacity, It would be impossible to 
identify the source of the power. 

I think it would be proper to say that the rates throughout the 
area would be comparable. 

Senator Srennis. If you do go into this question of rate changes 
those things are done after notice and after hearing and the experts 
and interested groups have testified, is that correct ? 

Mr. Jones. I am not sure of TV A’s procedure. I would think that 
would be proper. 

Senator Srennis. That would be the ordinary course that you 
would favor anyway? 

Mr. Jones. Yes, sir. 

Senator Stennis. [ was interested in what you said a while ago at 
the end of the table before the committee was in session, and also the 
other day about your interest in the Kansas State College and their 
contract with the TVA with reference to fertilizer. The enormous 
increase in production in our land in the 20 years has been due in 
large part to use of fertilizer, and particularly synthetic fertilizer. 
I remember as a boy the first synthetic nitrogen that I ever heard 
of was produced at Muscle Shoals, which was the first dam on the 
Tennessee River. I have some figures here that could be a little 
more recent, but from 1925 to 1950 there was a 50 percent increase 
in agricultural products, but on fewer acres of land. Put that down 
beside the fact that the fertilizer in 1925 was 1.2 million tons and 
in 1950 4 million tons, I think you will get a lot of the picture from 
those figures, that increased production, 

You would be interested in continuing these experiments, research 
and development with reference to fertilizer, especially the phos- 
phates and superphosphates and nitrates, is that correct? 

Mr. Jones. I am very interested in the research being done with 
relation to fertilizer. I am not a scientist. 

Senator Stennis. But you have personal knowledge and contact 
with it in some way, you said, at Kansas State College? 

Mr. Jones. Yes, sir. I have been responsible for asking the legisla- 
ture for funds to do similar things at Kansas State College. 

Senator Stennis. Would you take a personal interest in pushing 
that part of the program ? 

Mr. Jones. Indeed I would. 

Senator Stennis. I think it is one of the most timely things that an 
institution like this could be doing. 
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I have some figures here that I think are correct. There was a 
Treasury investment as of June 30, 1956, of $1,337,937,934 in TVA, 
and the same date TVA assets totaled over $9,026, i86 638. What 1 
was thinking about was the replacement value of this system today 
and any possible effect that might have in influencing rates. Do you 
have any figures in mind about it? You know a lot of it was built 
during the depression. I don’t know whether you have had occasion 
to look into it. I wondered about it. What would it cost to replace 
this entire system that is there now ? 

Mr. Jones. I have no conclusions on that, Senator. 

Senator Stennis. I don’t have any. I thought maybe you had. 

Anyway, if you are confirmed you will take this appointment with 
the idea of a going concern and wanting to do something constructive 
about it, is that r ight? 

Mr. Jones. Yes, sir. 

Senator Stennis. That is the way I understood it. And you ex- 
pect to devote virtually all of your time to that, is that correct? 

Mr. Jonrs. Yessir. 

Senator Stennis. You will familiarize yourself as quickly as you 
can with the entire valley and the problems of the different segments 
of the economy, is that correct ? 

Mr. Jonrs. Yes, sir; I would. 

Senator Srennis. I want to particularly point out to you these 
little areas, so-called small areas that I mentioned a while ago, small 
towns and villages and rural areas, in the situation that I have men- 
tioned. Ofcourse you know the priorities under the law with reference 
to this power about rural cooperatives and municipalities ¢ 

Mr. Jones. Yes, sir. 

Senator Stennis. You are in sympathy with that priority, is that 
right ? 

"Mr. Jones. Yes, sir; I have testified that I am in sympathy with that 
priority fora publicly owned utility. 

Senator Srennis. I believe that is all that I have, Mr. Chairman, 
and I will be glad to hear Mr. Jones on the other points, and par- 
ticularly emphasize these. Those I passed over as to avoid repetition, 
rather than lack of interest. 

Senator Kerr. Senator, we are delighted to have you here today or 
at any time. Weare glad that you have asked these questions. 

Senator Gore, do you have any further questions? 

Senator Gore. Not now. I may after Mr. Miller has testified. 

Senator Kerr. Senator Kuchel ? 

Senator Kucnet. No, sir. 

Senator Kerr. Senator Cotton ? 

Senator Corron. No, sir. 

Senator Kerr. Senator Hill? 

Senator Hiri. Not now. 

Senator Kerr. We have Congressman Jones of Alabama here, and 
T understand Mr. Perry L. Miller, of Kansas. 

Mr. Roserr FE. Jonrs. Mr. Chairman, as I understand Mr. Miller 
has come from some length—— 

Senator Kerr. You yield to him? 

Mr. Rosert E. Jongs. I will yield and accommodate him. 

Senator Kerr. Mr. Miller, we will hear from you. 
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Speaking for myself, there is nobody any more welcome before this 
committee than the representative from the REA—Kansas, Okla- 
homa, Missouri, wherever they may come from. 

Senator Corron. May I ask, Mr. Chairman, before he starts, if it is 
proper, do I understand Mr. Miller is here as the representative of the 
REA and as an official of the REA ? 

Senator Kerr. As I understand it he is the executive secretary of the 
Kansas Electric Cooperatives, Inc., of Kansas. 


STATEMENT OF PERRY L. MILLER, EXECUTIVE SECRETARY, 
KANSAS ELECTRIC COOPERATIVES, INC., TOPEKA, KANS. 


Mr. Mrrrer. That is correct. 

Senator Kerr. You may ask him such questions as you wish. 

Senator Corron. Were you sent here by the REA? 

Mr. Miuirr. Yes, sir. 

Senator Kerr. Did they send you or did you hear about this and 
come on your own initiative / 

Mr. Muer. I heard about it and I talked with my president, Mr. 
Blythe, and he said I should come in. 

Senator Corron. But you are here as their representative ? 

Mr. Mitter. Yes, sir. 

Senator Corron. Traveling in your official capacity ? 

Mr. Miter. Yes, sir. 

Senator Corron. I assume, officially, although it is unimportant, as 
a part of your duties and at their expense ? 

Mr. Mier. That is right. 

Senator Corron. Thank you. 

Mr. Miter. My name is Perry Miller and I am executive secretary 
of the Kansas Electric Cooperatives. On request I was asked to pre- 
pare this statement on dual certificates in Kansas. 

Senator Kerr. You say upon what? 

Mr. Miiier. Upon request. 

Senator Kerr. Of whom / 

Mr. Miiier. Mr. Genes called me over the phone and said some 
friends of TVA had asked that I—— 

Senator Kerr. Who called you ? 

Mr. Miiier. Mr. Genes, Joe Genes, former secretary of Kansas 
Electric Cooperatives. 

Senator Kerr. Did he identify the persons who asked you to make 
those statements ? 

Mr. Miiuer. No; I don’t believe so. 

Senator Corron. May I ask one more question ? 

Senator Kerr. Yes. 

Senator Corron. Are you here as the result of some official action by 
the organization of which you are a member? That is, the REA of 
Kansas has voted—some Siastere some official board—to oppose Mr. 
Jones’ confirmation ? 

Mr. Miter. No, sir. 

Senator Corron. Are you here representing them ? 

Mr. Miter. No, sir. 

Senator Corron. Who in the REA do you officially represent? Do 
you officially represent the president? You said you talked to him 
before you came? 
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Mr. Mirtrr. Yes, sir. My capacity is the executive secretary. I 
have many sundry duties. When this request came to prepare this 
statement 

Senator Covrow. Request from whom did you say ? 

Mr. Miter. Mr. Joe Genes, of the national association, called and 
said that friends of TVA were in question on this dual certificate of 
Kansas, and asked that I prepare a statement on it to clarify maybe 
the committee’s thinking. So that is what this is. 

Senator Corron. You are appearing in opposition to Mr. Jones’ 
confirmation, I take it ? 

Mr. Miter. No, sir. This has no reference, as far as opposition is 
concerned, other than it affects the dual certificate that happened per- 
haps some of it during his time on the corporation commission in 
Kansa s. 

Senator Corron. Would it be proper to ask you if you are for it or 
againat it? As a member of the committee I would like to know. 

“Mr. Murr. I personally have no—the fact is I never met Mr. Jones 
until right now. 

Senator Kerr. You have no position ? 

Mr. Miter. I have no position in the matter other than 

Senator Kerr. You are neither recommending that he be confirmed 
nor recommending that he not be confirmed ¢ 

Mr. Miter. That is correct. 

Senator Corron. You came all the way from Kansas at the request 
of Mr. Genes to present certain facts that he wanted you to present ¢ 

Mr. Miter. Yes, sir. 

Senator Corron. Thank you. 

Mr. Miiter. The dual certificate problem of Kansas electric utili- 
ties has plagued the Kansas State Corporation Commission over a 
quarter of a century. Even before the days of rural electric coopera- 
tives, there were instances of overl: ipping territory between electric 
power companies. These were of a minor nature as compared to later 
years when the rural electric cooperatives were organized. 

The power companies had applied and were gr anted exclusive certifi- 

sates of convenience and necessity in the territory over which they 
wanted control. These certificates covered not only the towns and 
cities, where there were powerlines, but the whole countryside or area 
where no service was installed, such as, 20 or 30 counties—more or 
less. 

Although the companies served only a minor part of the blanket 
certificated area, they had extended their services to just the cities and 
heavy populated areas. 

In 1937 the farmers were trying to organize cooperatives for electric 
service. Many delays were experienced when the cooperatives went 
before the commission for certificates of convenience and necessity. 

Senator Kerr. May I ask at that point, are you familiar with the 
situation as it existed 1n 1937? 

Mr. Mi1kr. No, sir; not personally. 

Senator Kerr. I wonder how it was that the cooperatives went be- 
fore the commission for a certificate of convenience and necessity ? 
Could you tell the committee ? 

Mr. Mitter. What was the question ? 
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Senator Kerr. Why did an REA cooperative go before the corpora- 
tion commission in eee and ask for a certificate of convenience 
and necessity ? 

Mr. Mitier. The corporation commission, by law, governs all the 
utilities in Kansas, including oil and gas industry, pipelines, 1 railroads, 
and electric utilities as well as telephones—intercounty telephones. 

Senator Kerr. Then the situation was that the corporation com- 
mission, under the law in Kansas, had to issue a certificate of con- 
venience and necessity before any group or person or company could 
provide electric service to an area? 

Mr. Miter. That is my understanding. 

Senator Kerr. And that applied to ERA and power companies ? 

Mr. Mitier. Yes. 

They ran into delays that extended for months. During these delays 
by the commission, power companies extended their lines to skim the 
cream from rural areas. 

Senator Kerr. Can you tell me when the power companies did that? 

Mr. Miuer. I want to point out an error. I couldn’t check those 
figures and I called some of the oldtimers and they thought the REA’s 
started about 1940. I checked with the commission and they said the 
first certificate was granted in 1937, of any cooperatives. 

Senator Kerr. Were the delays that you referred to there, on the 
top of page 2, prior to 1937 ? 

Mr. Mutter. No. That was when they started to come in. It 
might have been some of them 1937, 19: 38, 1939, 1940, on as long as 
the REA’s came in to be organized. 

Senator Kerr. Can you be more specific about that ? 

Mr. Miter. I can give a statement of Mr. Yarrow—— 

Senator Kerr. You said “during these delays.” I would like to 
know just exactly what you refer to. 

Mr. Mirier. When they go in to ask for a certificate of convenience 
and necessity—I don’t know what the procedure was because during 
those early days I wasn’t in the picture and didn’t come in until later 
—apparently from all the people who were before the commission, the 
attorneys and everyone else, they seemed to think there were stumbling 
blocks put in their way to where they would be denied, where there 
wasn’t something that didn’t seem right. 

Senator Kerr. I understood from your telegram that delays oc- 
cured up to the time that the commission began to issue these cer- 
tificates. Are you now telling us that they occurred with the same 
frequency after the commission began to issue certificates as they had 
prior to the time 

Mr. Miter. I think that is true, Senator, that they were never 
granted in rapid succession, not to my knowledge anyway. 

Senator Kerr. All right. 

Mr. Mitier. The pressure of farm people would not be denied, and 
finally the commission granted overlapping or concurrent certificates 
to the cooperative but did not cancel the blanket certificates held by 
the power companies. Thus was created the concurrent or dual cer- 
tificate. 

So, in effect, the co-ops and power companies hold certificates on the 
same area. The electric cooperatives went ahead and built their lines 
to serve the rural people of Kansas. They serve all existing con- 
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sumers. Yet, the power company still holds a certificate on this 
co-op-served area 

If a commercial load developed in the rural area, the power com- 
pany could, on application to the commission still move in duplicate 
lines and serve this load. The dual certificate works only one way. 
The power company holds an exclusive certificate in their own area, 
and the co-ops could not enter it. 

In the rush of postwar construction, some overlapping certificates 
were approved by the commission as between cooperatives. When 
these were discussed, the commission required each co-op to cancel 
their overlapping certificates, but the commission did nothing to 
‘rancel the blanket certificate of power companies. This makes the 
situation so that the power companies could move at will into the co- 
ops’ territory, but the co-ops did not have the same freedom of move- 
ment. In other words, the cooperatives were treated as second-class 
citizens. 

In 1947, a radio station erected a tower along the lines of a coopera- 
tive in central Kansas. The co-op was able and willing to serve this 
load. However, the commission granted the load to the power com- 
pany, who held ‘the overlapping certificate and had to build several 
miles of line to serve the radio station. 

The cooperative, in order to protect their territory, went to court 
and asked the court to reverse the decision of the commission and 
allow them to serve the load, This case went to the Kansas Supreme 
Court and they handed down a decision that granted the customers 
the right of choice in the “dual certificate” area. Since then, this de- 
cision has been used frequently. 

It works like this: A good load develops in the rural area of the 
cooperative, the customer requests service from the company, so the 
commission is forced to give the load to power companies. This brings 
on the situation of duplication of lines and facilities. 

There have been several instances when the customer builds the line 
to the power company, which makes in effect another distribution com- 
pany in the cooperative territory. This additional loss of load stifles 
the growth of the co-op. The cooperative cannot plan for load 
growth in its area, for they never know when the next load will be 
taken from them. 

This situation also jeopardizes the financial structure of co-ops and 
in face of declining farm population will affect the repayment of loans 
to REA, who advance money to build the lines to serve the rural 
people. 

The cooperatives submitted a bill in the 1957 legislature to cancel 
dual certificate by law. This bill passed the house with only three 
dissenting votes, but the senate utility committee tabled the bill which 
in effect. killed it for the 1957 session. 

Following the defeat in the committee, 29 of the 36 co-ops of Kansas 
asked the commission to review the dual certificate problem, and cancel 
them. The Kansas Corporation Commission last May issued an order 
for all the cooperatives and power companies to appear at a hearing 
in Topeka, November 18, 1957, and show cause why the dual certificate 
should not be canceled. 

This problem is vital to the electric co-ops of Kansas and if they are 
to survive, they must enjoy the same privileges as the other com- 
panies to grow and prosper in the area they serve. 
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Senator Corron. Mr. Chairman, this paragraph he just testified to 
perhaps can be tied to something Mr. Jones did in the commission when 
he was on it, but it doesn’t seem to me to be pertinent at all. This 
subject he complained of happened long since Mr. Jones severed his 
connection. 

Senator Kerr. I don’t understand that the witness is offering this 
in the form of a complaint but in response to an inquiry by Mr. Genes 
to give an account of the history of this problem in Kansas, and with 
the perere remark that he does so as an informative source and 
neither in opposition to nor support of the nomination of Mr. Jones. 
Is that correct ? 

Mr. Miirr. Yes, sir. 

The power of the Kansas Corporation Commission to issue certifi- 
cates of convenience and necessity dates back for many years. They 
have had the power to issue and take away these certificates and have 
been upheld by the courts that this power was vested in the commis- 
sion by the Kansas Legislature. To cite a few instances: 

Humphrey v. City of Pratt (93 Kansas 413,419 in 1914). 

The Baxter Telephone Company v. The Cherokee County Mutual 
Telephone Association (941 Kansas 159, 165, 166, 1915). 

Kansas Gas and Electric v. Public Service Commission, (122 Kansas 
462,251, p. 1097, 1927). 

Kansas Gas and Electric v. P. S. C. (124 Kansas 690, 261 p. 592, 
1927). 

Wichita Gas Company v. Public Service Commission (132 Kansas 
459, 463, 295 p. 668, 1931). 

Southern Kansas Stage Lines Company v. The Public Service Com- 
mission of State of Kansas et al, (135 Kansas 657, 11 p. 2d, 985, 1932). 

Union Public Service Company v. Kansas Corporation Commission 
(140 Kansas 722, 37 p. (2d) 1010). 

Central Kansas v. Kansas Corporation Commission (165 Kansas 
471.1947). 

In 1941, the Electric Cooperative Act was passed. In this act, 
17-4630, the legislature placed the jurisdiction of the electric coopera- 
tives under the Kansas Corporation Commission (66 K 131, 17 Kansas 
4630, ch. 185, sec. 30, p. 290, 1941 Laws of Kansas). 

Long before 1941, the commission had the power to issue and cancel 
certificates and had used the power on many occasions. I think, 
Senator, that the commission has had this power to either cancel or 
issue dual certificates, but there was never anything done about it 
until now when we are going to have a hearing on it. 

Senator Kerr. Thank you, Mr. Miller. 

Senator Gore? 

Senator Gorr. Mr. Miller, it is entirely possible that I am one of 
those who suggested to the gentleman who asked you to come that it 
would be helpful to me if someone connected with this dual certificate 
situation in Kansas could come and enlighten us on it. I have for- 
gotten just to whom I spoke about that. But after one of the hearings, 
I believe the first day when this subject was brought up, I suggested 
to someone in the audience who spoke to me about it, that if someone 
could testify on this who knew something about this, it would be 
helpful. 

So it may be that I am in part responsible for you coming here. 
If so Iam thankful for your coming. 
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If I understand correctly your statement, it is that the corporation 
commission of the State of Kansas has authority now and did have 
during the tenure of Mr. Jones as a member of the commission, to 
grant or to cancel certificates of necessity and convenience; is that 
true ? 

Mr. Mitier. That is correct. That is the opinion of my attorney 
and also attorneys in the commission that I contacted before I came 
here. 

Senator Gorr. Does the State, to your knowledge, have a statutory 
requirement to this effect ? 

Mr. Miuurr. No, sir. 

Senator Kerr. What was his answer ? 

Senator Gore. He said “No.” 

Is that correct ? 

Mr. Miturr. Yes, I said “No.” 

Senator Kucurt. May I interrupt, so there is no question about 
the answer ? 

Are you talking here, Senator, about dual certificates ? 

Senator Gore. Yes. 

Senator Kerr. Or any certificate / 

Senator Kucner. Or any certificate ? 

Senator Kerr. I understood he was asking about any certificate. 

Senator Kucuen. I did, too, That is why I ask the question. 

Senator Gore. In any certificate, it seems to me that that is pertinent. 

Senator Kucuen. Is it your answer that there is no statute? 

Mr. Miter. I am not an attorney. I gave general information. I 
did contact my attorney and other attorneys and they could not find in 
any statute whereby the commission was given broad powers when 
they were organized, and in that power or statute that they would 
either give or take away. They probably did that on their own, the 
commission. 

Senator Kucuet. Mr. Chairman, I appreciate Mr. Miller is not an 
attorney, as he suggests, but it would be absolutely inconceivable to 
me to think that a public utility law of any State in the Union did not 
clothe the agency created under it with specific authority to sit in judg- 
ment on whether rights, licenses, certificates, call them what you will, 
are to be issued or taken away. And I think that perhaps it is impor- 
tant to this hearing. 

Mr. Miruer. I looked at 1941, the Kansas Model Act or Coopera- 
tive Act, when it was passed, and there is nothing in it, except one sec- 
tion, and I think I quoted a chapter and page, and it says nothing 
about— , 

Senator Kucuex. Let me call attention to the sentence on page 4, 
next to the citation, in which you say, referring to the corporation 
commission : 

They have had the power to issue and take away these certificates and have 
been upheld by the courts that this power was vested in the commission by the 
Kansas Legislature. 

Mr. Mituer. I think that is correct. 

Senator Kucnen. Would it not be fair to say then that the legisla- 
ture did adopt language which at least was interpreted to give a statu- 
tory right to the commission either to grant or to take away certifi- 
cates? 
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Mr. Mitier. That I could not say. I just go on what the attorney 
said, that they could not find it in the certificates, dual certificates 
or 

Senator Kerr. Who prepared this statement ? 

Mr. Mitier. I prepared it. 

Senator Kerr. If you say that they had the power to issue or take 
away these certificates, and it had been upheld by the courts that this 
power was vested in the commission by the Kansas Legislature, isn’t 
that in effect saying that they do have the authority and that it is by 
legislation of the legislature ? 

Mr. Minter. They have the authority or have used that authority. 

Senator Kerr. You say here that they have that authority. 

Mr. Mittrr. I think they have that authority. 

Senator Kerr. And that that authority has been upheld by the 
courts to the effect that it was vested in the commission by the Kansas 
Legislature / 

Mr. Miuuer. I don’t think it was ever written in the Kansas statutes 
where they vest them with power specifically to issue or cancel 
certificates. 

Senator Kucuen. Yes, that is exactly what you say in your state- 
ment. 

Mr. Mixer. If I do, maybe I am mistaken. 

Senator Gorz. What I am getting at, is there any requirement in the 
law of dual certificates of convenience and necessity ? 

Senator Kerr. If you know. 

Mr. Miter. I don’t know. Not to my knowledge. 

Senator Gore. Not to your knowledge. 

Mr. Mitirr. Not tomy knowledge. 

Senator Gore. Were you adv ised by your counsel that there was no 
requirement in law for dual certification ? 

Mr. Miter. That is right. 

Senator Gore. Is it your opinion and are you thus advising this 
committee that at the time Mr. Jones served as a member of the com- 
mission, that discretionary authority was vested in the commission 
and that there was no legal requirement for dual certification ? 

Mr. Mitirr. That is my understanding, Senator. 

Senator Gore. But you are advising the committee that the com- 
mission, at the time of Mr. Jones’ membership on the commission, did 
continue or institute a dual certification policy ? 

Mr. Mitrer. That would be correct. 

Senator Gore. And you are saying that that worked—I believe your 
language was—as a one-way street ? 

Mr. Mriiier. One way. 

Senator Gore. Give us some specific instances in which a dual cer- 
tification operated to the advantage of the private power company 
and to the disadvantage of a cooperative. 

Mr. Miter. I have several instances in my briefcase. I have letters 
on the fact. 

Senator Gorr. Will you select one of those instances and give us the 
facts? 

Mr. Mirirr. I can think of the instance of the cooperative at Pratt, 
Kans., which happened a year or so ago. Do you want where a co- 
operative couldn’t go into a company area or where a power company 
went into a cooperative territory ¢ 
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Senator Gore. I am willing for you to select the instance. 

Mr. Mixirr. This Pratt case, the Pratt co-op served the farm, and 
of course they served the farmstead; and they struck oil behind this 
barn, 100 or 200 yards, and so the power company asked for permis- 
sion to serve this oil load, and they built in and got it. However, the 
cooperative serves the farm itself; it was ready, willing, and able to 
serve the additional little oil load, too, but it was not able to serve it on 
account of the dual certificate. 

Senator Kerr. You say they were not able to serve it on account of 
the dual certificate, or would it be more nearly accurate to say that the 
dual certificate being available the customer had the right to choose ? 

Mr. Mituer. Right of choice, and took the load. So if it had a 
single area, that couldn’t have happened. 

Senator Kerr. There was nothing in the order of the commission 
that would have prevented REA from serving it had the customer 
wanted to obtain the power from it? 

Mr. Mixxer. I think that is right. Yes. 

Senator Gore. Is there anything in the law that would require the 
private concern to serve the ‘farmer if he wanted the power company 
to serve him, even though he did not have a heavy load ? 

Mr. Miuier. If it is in the power company’s area, it, the coopera- 
tive, cannot go into that area at all. 

Senator Gorr. Do you mean that the cooperative cannot go into 
the private power company’s area, but the private power company, 
under this dual] certification policy, can and does come into the co- 
operative’s area and take wherever they can a paying load ? 

Mr. Mitier. That is correct. 

Senator Gore. And thus leaves to the cooperatives the service of 
the sparsely settled areas and in many instances a losing load ? 

Mr. Minter. At least we lose the potential to grow and build with 
the community. 

Senator Gore. In this particular instance which you have cited, is 
the cooperative still serving the residence and the barn of the farmer ? 

Mr. Minuerr. Yes; that is correct. 

Senator Gore. But the private power company comes in and serves 
the industrial load ? 

Mr. Mituer. That is correct. 

Senator Gore: What is the comparative amount of electricity used 
by the two loads? 

Mr. Mixxer. I couldn’t give you a definite answer, but the oil load 
would be much more profitable than the farm load. 

Senator Gore. In that particular instance, how far do you build 
the line to serve the farmer? 

Mr. Miturr. It is different in different sections of Kansas, because 
on the eastern half we have more density of population. In the 
western area it is more sparsely settled and we normally go a mile 
and a half in the western area to pick up a farm customer. 

Senator Gore. Can a cooperative make ends meet by building a 
line a mile and a half to serve a house and a barn ¢ 

Mr. Miter. We met our service up to now. With the farm popu- 
lation declining, if we can’t pick up our commercial load and de- 
velop with the area, I am afraid we will be in trouble down through 
the years. 
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Senator Gore. Were you connected with the REA during the 
time Mr. Jones served with the commission ? 

Mr. Miiurr. No, I was not. I helped organize the Victory Electric 
Cooperative in Dodge City, but that was after the war. 

Senator Gore. To your knowledge, when was this policy of dual 
certification instituted ? 

Mr. Mixer. I think when the first cooperative was organized, I 
mean was granted their charter and certificate of convenience and 
necessity in June 1937, which was prior to Mr. Jones. 

Senator Gore. Do you know of any action at any time by the 
corporation commission during the tenure of Mr. Jones to terminate 
this policy of dual certification ? 

Mr. Miter. No, sir. 

Senator Gore. Can you advise the committee that no action was 
taken by the commission during that time to terminate it? 

Mr. Miuirr. To my knowledge none was, because we still had it 
years later. 

Senator Gore. Can you give us the instances in which this policy 
operates to the detriment, or has operated to the detriment, of an REA ? 

Mr. Mirier. There are many instances. I can cite one. The city 
of Axtell, Kans., requested service from the cooperative, but the power 
company moved in and took it. They had to build, I think, 8 miles 
of transmission line to get it as against one of the co-op. 

Senator Gore. I thought it had been testified here that the customer 
had the right to choose. How did the power company take it when 
the community wanted to obtain it from the REA ? 

Mr. Miter. I don’t know what the final windup was on that deal, 
but I do know that the power company got the plant, but first the 
commission came and asked the cooperative to serve it. What hap- 
pened in the interim time, I don’t know. Anyhow, they woke up and 
the power company had the town. 

Senator Kerr. The town didn’t ask the power company to do it? 

Mr. Murr. That, Senator, I can’t answer. I have a brief on it in 
my file, but I haven’t gone through it. 

Senator Kerr. You just don’t know ? 

Mr. Mitter. At least the power company got the load and it was 
in the co-op’s area. 

Senator Kerr. So far as you know, it was by the choice of the 
customer ? 

Mr. Miter. It could have been. They could have got the city 
council and requested service. 

Senator Corron. Did the co-op want it? Did it ask for it? 

Mr. Mitier. Yes. 

Senator Gore. And the community originally asked the co-op to 
serve it? 

Mr. Miter. They came and talked to them about it. 

Senator Kerr. Who came and talked to whom ? 

Mr. Mitter. The city commission came to the cooperative and talked 
to them about wanting to change over. I think they had a generator 
going out or something, and they wanted to get central-station power. 
So they talked with them. 

Senator Gore. Had the community previously generated its own 
power? 

Mr. Muer. Its own electricity. 
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Senator Gore. Then, with its equipment going bad, the community 
solicited the REA cooperative to supply it ? 

Mr. Miuier. Yes; that is correct. 

Senator Kerr. And the commission gave them authority to? 

Mr. Mittrr. Yes. They would have had to grant it to do it. 

Senator Kerr. So the commission gave authority either to the REA 
or to the power company to serve the community ? 

Mr. Miter. Yes. They gave it to the power company because 
they got it. 

Senator Kerr. I thought you said that they had already given it 
tothe REA? You said that the community came to the commission. 

Mr. Mitier. Yes. The city commission, that is, came to the local 
REA who served all around this town, and asked them about converting 
over and serving the city of Axtell because their generator was going 
bad. 

Senator Kerr. Did the REA have a certificate from the commission 
that would have enabled them to meet that request ? 

Mr. Mitier. They would have had to have gone to the commission, 
I am sure, to have added the territory of the city itself, because they 
couldn’t come within the boundary of the city because they were a lit- 
tle municipality of their own. 

Senator Corron. Did the REA go to the commission and ask for 
that ? 

Mr. Miter. Yes. 

Senator Kerr. Did the commission turn them down ? 

Mr. Mirirr. Yes, because they granted the certificate to the power 
company. Of course they could have used the Supreme Court case to 
doit. That I don’t know. 

Senator Kerr. Are you prepared to say that that was not another 
case of where a dual certificate was issued ? 

Mr. Mitier. Had the dual certificate not been issued, then it would 
have been a single area whereby the cooperative could absorb the town 
whenever they wanted to. 

Senator Kerr. I am not trying to argue with you. Iam just trying 
to find out if that was an area where there was a dual certificate 
situation. 

Mr. Mitier. Yes. 

Senator Kerr. Then if there was a dual certificate there, that meant 
that either utility having a certificate could have furnished it? 

Mr. Mitirr. Yes; that is correct. 

Senator Kerr. Had the city made the contract with them ? 

Mr. Miuier. Yes. 

Senator Gore. What size city is it? 

Senator Corron. Excuse me. You said the city of Axtell was not in 
the area that the co-op was certificated to serve. So it wasn’t a dual 
certificate so far as that city was concerned. 

Mr. Minier. Not within the city itself. It would have its own little 
municipality, but the cooperative and the power company had dual 
certificates all around the area; all around the little town. And that is 
the distinction. 

Senator Gore. What size city is Axtel ? 

Mr. Muuer. It is a small town; I suppose around a thousand. 
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Senator Gore. The result is, from your description, I take it, that 
the co-op still serves the sparsely settled rural areas around the small 
community, but does not serve the center community of the area? 

Mr. Mitier. That is correct. 

Senator Corron. Is there any industry there? 

Mr. Mitter. No industry that I know of. 

Senator Corron. What is there so attractive about a town of : 
thousand people that the private utility wanted to go in and serve + 
if it was served all around by the cooperative? 

Mr. Mixier. I can’t answer that, sir, but that has happened in many 
cases similarly. 

Senator Gorr. The practice of the private utilities in serving the 
town loads but refusing to serve the sparsely settled rural areas is not 
a new one. We experienced that in the Tennessee Valley. A little 
town where the houses are constructed very near to each other, where 
there are stores and electric motors, where the load is concentrated, 
the power companies would serve. But a farmer who lived a little 
distance away, a mile away, just couldn’t get electricity for love nor 
mone 

Mr. Miuier. We had that same experience. 

Senator Kerr. For what? 

Senator Gore. For love nor money. Maybe they could for a little 
love. 

Senator Kerr. Do you mean to serve love or money, or in exchange 
for love or money ? 

Senator Gore. I don’t like to speak of love in terms of barter. I 
was using a colloquial expression, Mr. Chairman. 

Senator Kerr. All right. 

Senator Gore. Can you give us an instance of which you have per- 
sonal knowledge in which this policy of dual certification has operated 
to the benefit of the REA? 

Mr. Muuizr. No, sir. 

Senator Gore. Can you give us another instance of which you have 
personal knowledge in which it has operated to the prejudice and 
detriment or hurt of the REA? 

Mr. Mitier. Yes. 

Senator Gore. Give us one of which you have personal knowledge. 

Mr. Mirierr. I have knowledge of one that happened on my own 
cooperative project. The city of Mullinv ille, if you can call it a city, 
my hometown, about 400 souls, has a cemetery about half a mile out of 
town. They wanted electricity at that little cemetery. I mean the 
load amounted to nothing. Of course being out of town we had an 
REA line in proximity, 3 or 4 poles away from the cemetery. So they 

came to us and asked us to serve it, which we agreed to do if they 
would get a release from the power company, and the power company 
would not even release this small area of the cemetery, because they 
said it would lead us up too close to the city if we would serve this 
small cemetery so they could pump water to water the grass with. 
That lasted about 2 years before the power company finally got the 
load. I mean they finally went ahead and served the cemetery. That 
is another case. 

Senator Corron. Was that a case of a dual certificate ? 

Mr. Mitier. That perhaps would not be a case for dual certifica- 
tion because in this particular instance perhaps the cemetery was 
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within a certificated area of the power company. But it just goes to 
show that even a small load like a cemetery they wouldn’t give up. 

Senator Corron. But it has nothing to do with these dual certificates 
that you are complaining of, that particular one. The power com- 
pany had the town, had the « emetery, and the REA had the area out- 
side of that. There was no dual certificate involved in that contest. 

Mr. Miter. I believe that is correct. 

Senator Gore. You spoke of the delays that you indicated were 
interminable and many on the part of the commission, and that the 
power company could take advantage of the delay but the cooperative 
couldn’t. Will you explain just how that operates ? 

Mr. Mitxier. When the first REA’s went before the commission to 
be granted their certificate of convenience and necessity, of course 
they made application to REA for a loan. While no funds could be 
advanced while they had this certificate, REA wanted to be sure they 
would have an area in which to serve before they granted them loan 
funds. So when these certificates of convenience e and necessity would 
be held up in the commission, the power companies would of course 
immediately build out to where they could convince the farmer they 
could get electr icity right away and took a lot of desirable loads. 

That is why I say the power companies skimmed the cream while 
the cooper atives were tr ying to get organized. 

Senator Gore. While your applic ation was gathering dust before 
the commission, the power companies would move out and by promise 
or performance pick off any promising paying load; is that what you 
mean by skimming the cream ? 

Mr. Miter. Yes, sir. That is what I was informed on the matter. 

Senator Gore. You indicated with the declining farm population 
the cooperatives might be in financial difficulty. Can you give us 
some facts on that ? 

Mr. Miter. I couldn't give you any figures that would perhaps be 
too accurate, but we have two cooperatives in Kansas now who are 
still not operating in the black; are still in the red. However, they are 
meeting their debt retirement, you know, through their depreciation 
schedule which is set, to where they are just on the border line. But 
if they lose any more, if this ieee a in farm population continues, 
those cooperatives are going to be in trouble. 

Senator Gorr. Are these cooperatives under this policy of dual 
certification still losing their most profitable customers ? 

Mr. Mititrr. Kansas is about 95 percent electrified so far as farm 
people go. You can’t actually build too many more farms, but if we 
lose our commercial loads, that is the only thing we can grow on now. 

Senator Gore. That is what I am asking ‘about. Are these co- 
operatives that are in financial difficulty still | losing their commercial 
customers ? 

Mr. Miter. Not those that are in trouble. But we had one this 
last spring in a dual area that lost 149 oil wells to the power company. 

Senator Gore. When was that ? 

Mr. Mutter. Just this last spring. They applied to the commission 
for the load and the commission gave it to the power company on 
account of the Supreme Court decision. 

Senator Gorr. How many did you say? 

Mr. Miter. About 149 wells, oil wells were in this field. 

Senator Gore. Had they previously been served by the 
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Mr. Mitter. No, they were in the cooperative’s area, in their certifi- 
cated area, and they served all the farms around these wells. The 
wells were using natural gas to pump them with engines, and they 
wanted to convert them to electricity. So the cooperative approached 
them to serve them, but they requested service from the power company 
and got it for the simple reason on account of the Supreme Court de- 
cision, was the reason it was granted to the power company. 

Senator Gore. I should have more knowledge about the amount of 
electricity necessary to operate an oil well, but I surely do not have 
sufficient information. Would you indicate approximately the amount 
of electricity, the size of the motors, the number of motors required to 
operate an oil well? 

Mr. Mriuer. Of course, it would take one motor for each oil well, 
and it seems to me that the load would run around four or five thousand 
dollars 2 month. 

Senator Kerr. One oil well? 

Mr. Mixer. No, per field. 

Senator Corron. What Supreme Court decision do you refer to? 

Mr. Mitter. The Supreme Court decision, the Great Bend against 
Central Kansas Electric Co-op, where they are in a dual area it gives 
the customer the right of choice. That is why we feel that the dual 
certificate back through the years has been a wrong thing. 

Senator Gore. When you say that a field would pay from four to 
five thousand dollars a month, please break that down, compare that 
with the one-hundred-and-forty-odd wells. Were these wells all in one 
field ? 

Mr. Mitrer. They call it, what I mean by field, I don’t mean one 
parcel of land, but what they call a pool, covering an area of several 
square miles. We call an oilfield, Senator—I think you understand 
what I mean. 

Senator Kerr. Probably 1 well to 40 acres. 

Mr. Mituer. Yes, it could be 1 to 40, it could be 1 to 80, or one 
to20. It would cover quite an area. 

Senator Kerr. 149 wells would probably be 6,000 acres. 

Mr. Miter. The co-op served all the farms in the area. The power 
company is building a transmission line 

Senator Kerr. The customer was permitted to choose which one 
he wanted ? 

Mr. Miter. Yes, sir. 

Senator Kerr. Had the customer wanted to buy from the REA he 
could have done so ? 

Mr. Miter. He could have done so. 

Senator Gorn. You are saying that the commission had authority— 
has authority now and has had all along, discretionary authority to 
refuse dual certification ? 

Mr. Mitier. Yes. We think soanyway. 

Senator Gorr. Assuming that a farmer would pay on the average 
$5 a month for his electricity for his domestic use, the REA would have 
to furnish electricity to a thousand farmers in order to obtain the load 
that the power company has obtained from this one oil field? 

Mr. Mitter. I think the estimate is 20 percent of this 1 cooperative’s 
load is just oilfield, which would help them materially. 

Senator Gore. Over how wide an area would the REA have to 
stretch its lines in order to serve a thousand farm homes? 
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Mr. Minxer. In my county of Marshall it has about 600 farms in 
it, so using that basis it would take a couple of counties almost to get 
a thousand farms. 

Senator Kerr. How many farm customers did the co-op have ? 

Mr. Mitter. I think in that case the cooperative had three or four 
thousand consumers. It covered several counties. 

Senator Gore. In other words, the power company could get in this 
1 oilfield as much load as the REA would get in stretching its lines 
over, say, 2 counties ? 

Mr. Mitier. Yes; I think that would be somewhat near correct 
anyway. 

Senator Gore. And you are advising this committee that to your 
knowledge the commission, at the time Mr. Jones was a member of 
it, had discretionary authority in issuing or not issuing dual certifi- 
cates ¢ 

Mr. Mitirr. Yes, sir. 

Senator Kerr. Was this the situation that you are talking about 
when he was on the board ? 

Mr. Mitier. No, this is just recently, this last situation. 

Senator Gore. I understood that is the case, but you are saying that 
this is a policy that existed for a long time in the State of Kansas; 
that it existed at the time Mr. Jones was a member of the commission. 

Mr. Mitirr. Yes, that would be correct. 

Senator Gore. Are you aware of any activity on the part of Mr. 
Jones in support of this policy, or in opposition to the policy ? 

Mr. Miter. Personally I am not aware either way, because I wasn’t 
connected with REA back when Mr. Jones was on the commission. 
But the problem was there then as it is now, or even before his term. 

Senator Gore. Are you saying that the policy y has remained virtually 
unchanged since, say, 1941 ? 

Senator Kerr. 1937, he said. 

Senator Gore. From 1937 to now ? 

Mr. Miter. Yes, sir. 

Senator Gore. During all that period it is your opinion that it has 
operated to the detriment of farmer-owned cooperatives and to the 
benefit of the private power companies? 

Mr. Mituer. Yes, sir. 

Senator Gore. Do you know of any action that the corporation com- 
mission has taken either during the tenure of Mr. Jones as a member 
thereof or since to terminate such policy ? 

Mr. Miter. No, not until May of this year, when they issued a 
show-cause order. 

Senator Gore. How does it come about that under this policy the 
private power companies have exclusive areas but the cooperatives 
have no exclusive areas ? 

Senator Kerr. I don’t believe he made that statement. 

Senator Gore. On page 2 he said the power companies hold an ex- 
clusive certificate in that area and the co-ops could not enter it. I 
understood you to say that the co-ops did not have such privilege. 

Mr. Miter. That is right. 

Senator Gore. Will you explain how it works one way ? 

Mr. Miter. I know how it works but I don’t know what the think- 
ing was in the basic law when they granted overlapping certificates. 
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Maybe they thought they wouldn’t be there very long or the companies 
would crowd the co-ops out or take over their lines. What the think- 
ing was, I do not know. 

Senator Corron. If you will yield, there is something I don’t under- 
stand. 

Senator Gore. Yes. 

Senator Corron. Do you intend to tell this committee that the pri- 
vate corporations could go into any territory that the co-ops are serv- 
ing or just into certain territory where there are overlapping dual 
certificates ? 

Mr. Mitzer. In most cases—and there may be some variance to 
this—in most cases every cooperative has a dual area with the power 
company. 

Senator Corron. But does it have some area of its own, exclusive of 
the power company ? 

Mr. Mitter. No. 

Senator Corron. None whatever ? 

Mr. Mitier. There is only one cooperative in Kansas who bought out 
a utility to my knowledge that has its own area. All the rest of them 
are duals. 

Senator Gore. Then you do mean to advise this committee that under 
this policy the power companies had exclusive areas but the coopera- 
tives do not have except in one case in which—— 

Mr. Miter. That is correct. 

Senator Gore. How do the people out there feel about that policy ? 

Mr. Minier. We farm people think we should have a single area. 
We think we should have had it all these years. 

Senator Gore. Are members of the commission elected out there or 
appointed ? 

Mr. Miter. They are appointed, by the pleasure of the Governor, 
for a term. 

Senator Gorr. What do you mean by the “pleasure of the Gov- 
ernor” ? 

Mr. Miter. He appoints whoever he wants on the commission for 
aterm. And they serve, I would say they serve at the pleasure of the 
Governor. 

Senator Gore. Is the term concurrent with the term of the 
Governor? 

Mr. Miter. No, they are a 4-year term and the Governor serves for 
2 years. 

Senator Corron. He can’t terminate them. They don’t serve at the 
pleasure of the Governor because they serve for a term. He can ap- 
point them but he can’t terminate them. 

Mr. Mitzrer. They have been terminated. Why, I don’t know. 

Senator Kerr. Senator Schoeppel or the witness can answer that. 

Mr. Miuirr. They can answer that. 

Senator Kerr. What is the situation on the term of the commission ? 

Senator Scuorrret. Four-year terms, appointed by the Governor, 
confirmed by the Senate of the State of Kansas, and they are not 
subject to removal only for cause that has to be shown. 

Senator Gorr. You have said, Mr. Miller, on page 2 of your state- 
ment—— 

Senator Kerr. What is the term of the Governor? 

Mr. Miter. Two years. 
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Senator Gorr. You have said that “the cooperatives were treated 
as second-class citizens.” By whom did you mean the cooperatives 
were treated as second-class citizens? 

Mr. Miter. Can you repeat that ¢ 

Senator Gorr. On page 2 of your statement, you have concluded 
the paragraph by saying: 

In other words, the cooperatives were treated as second-class citizens. 

Do you mean by the commission ¢ 

Mr. Mituer. I don’t know whether I would say the commission en- 
tirely, but at least by the power companies. They can use the Supreme 
Court decision to build in the line, and they see that they take all the 
better loads and leave us just those that they don’t want. 

Senator Gore. But you have advised us that the commission has 
discretionary power in this field? 

Mr. Mitirr. Yes. 

Senator Gore. You say you know of no instance in which they have 
given an exclusive territory to an REA ¢ 

Mr. Mintzer. That is correct. 

Senator Gore. But in many instances you advise this committee the 
commission did give an exclusive certificate to a private power com- 
pany. 

Mr. Miuier. Yes, that is correct. 

Senator Gore. Can you advise the committee whether or not this 
occurred during the tenure on the commission of Mr. Jones? Or is 
that a matter of your knowledge ¢ 

Mr. Mixer. It is not a matter of my knowledge. 

Senator Gore. We will pass over that question. 

On page 3 you refer to the supreme court decision. Do you know 
if the corporation commission, as such, entered a plea in this case, 
filed a pleading with the court, a petition with the court? 

Mr. Murr. I do not know. 

Senator Gore. Do you know whether the commission took a posi- 
tion with respect to the contest in any way before it arose or during its 
process or after ? 

Mr. Mitier. The cooperative went to court and it was versus the 
Kansas—— 

Senator Gore. I didn’t understand that. 

Mr. Mitrr. The cooperative went to court and asked the com- 
mission to reverse its decision on granting of a load to the power com- 
pany. 

Senator Gort. Was the commission itself then party to the suit ? 

Mr. Mitier. Yes. And of course the court upheld that the coopera- 
tive was not entitled to the load and it went on to the supreme court, 
and the supreme court then handed down this decision and gave the 
customer right of choice. 

Senator Gorr. Do you know when this case occurred ? 

Mr. Mittrr. I think it was about 1947. 

Senator Kerr. Here is the decision, I think, right here [indicating]. 

Senator Gore. This was not at the time that Mr. Jones was a mem- 
ber of the commission ? 

Mr. Miuter. No, it was later. 

Senator Kerr. 1948? 
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Mr. Mixirr. I don’t know. One of those years. I think it started 
about 1947. 

Senator Gore. On page 4 you say, referring to the corporation com- 
mission : 

They have had the power to issue and take away these certificates and have 
been upheld by the courts that this power was vested in the commission by the 
Kansas Legislature. 

Mr. Mitter. Yes. 

Senator Gore. Are you saying that it has been upheld by the courts, 
do you mean by that the Supreme Court of the State of Kansas? 

Mr. Mutter. I would hate to say, but anyway, in a lot of these cases 
here that have been cited, which was given to me by counsel, were ap- 
proved by the courts. T hey went on and tested it in the courts. 

Senator Gore. I see here a case cited 

Mr. Mitier. The one supreme court, Central Kansas v. The Cor- 
poration Commission, that did go to the supreme court. That one I 
know about. 

Senator Gore. Which one is that? 

Mr. Min ; ER. It is the last one cited. 

Senator Gorr. When was that, 1947? 

Mr. Mruaer. 1947 and 1948. 

Senator Gore. That is the decision to which you just referred ? 

Mr. Miter. Yes. 

Senator Gorr. Has the State legislature enacted any legislation to 
your knowledge taking away from the corporation commission any 
of the power which you say is vested in it to issue or take away these 
certificates ? 

Mr. Mitier. We submitted a bill this last session and didn’t get 
it through to cancel dual certificates and issue singles. To my knowl- 
edge that is the only time that any such bill has ever been put before 
the legislature. 

Senator Gorr. It passed one house but died in the other? 

Mr. Mriuuer. Yes. 

Senator Gorr. And you feel that this policy originated with the 
Corporation Commission of Kansas? 

Mr. Miniter. Yes. 

Senator Gorr. And that it has been consistent in following the 
policy which you describe as being a one-way street in favor of the 
private power companies / 

Mr. Miter. That is right, sir. 

Senator Gore. And to the detriment of the cooperatives ? 

Mr. Mitirr. Yes. 

Senator Gorr. Mr. Chairman, I have concluded my questions of 
Mr. Miller. 

Senator Kerr. Senator Kuchel? 

Senator Kucuer. Mr. Miller, first of all, with respect to the Kansas 
Supreme Court decision which held that there was a right of choice 
on the part of a customer to either certificate a utility or not. Do 
you know whether that lawsuit did run against the corporation 
commission ¢ 

Mr. Miter. That I can’t answer. 

Senator Kucuen. Do you know whether the attorney general of 
Kansas made any appearance in that law suit? 

Mr. Mitxier. That I do not know. 
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Senator Kucuer. On page 4 of your statement, where you outline 
a number of law suits, Mr. Miller, are you acquainted with the holdings 
in each one of those ? 

Mr. Miter. No. Iamnotsir. I obtained those from legal counsel. 

Senator Kucue,. What legal counsel was it that you are talking 
about ? 

Mr. Mitirr. Part of it was Mr. Gordon Lowry of Valley Falls, 
Kans., our State attorney. 

Senator Kucuet. That is the attorney for your association ? 

Mr. Miturr. Yes, for the association, also some of these I obtained 
from the corpor ation attorney, Mr. Wilson. 

Senator Kucnet. The corporation commission ? 

Mr. Mitier. The corporation commission attorney; yes, sir. 

Senator Kucnex. Did you prepare the statement yourself, that is 
the statement before us? 

Mr. Miter. Yes, sir. 

Senator Kucnen. Although pe did receive help from 

Mr. Minuer (interposing). I did receive help from a number of 
people on it. Some of them I contacted. We went through the years 
1937 on to help organize these co-ops. 

Senator Kucuer. Did you ask either of the two lawyers who helped 
you, to read over the statement to see whether there was any question 

Mr. Miter. I didn’t have time, sir, because when I got their opin- 
ion on Saturday, of course I left for here on Sunday ‘and I finished 
this thing up after I got here. 

Senator Kucuen. Again referring to what I brought up earlier, 
where you say on page 4: 

The power of the Kansas Corporation Commission to issue certificates of 
convenience and necessity dates back for many years, they have had the power 
to issue and take away the certificates and have been upheld by the courts that 
this power was vested in the commission by the Kansas Legislature. 

May I ask you again, do you mean by that language that the legisla- 
ture laid down a statute under which certificates might be issued by 
the commission ? 

Mr. Mitter. As I understood the Kansas Legislature just laid down 
broad powers for the commission to look after the public interest of 
the people. And to my knowledge and the knowledge of the legal 
counsel I asked and such certificate was not mentioned. 

Senator Kucuet. If that is true do you not think there is some 
error in the manner by which you express yourself in that sentence, 
“They have the power to issue and take away certificates, and have 
been upheld by the courts that this power was vested in the commis- 
sion by the legislature”? Is that an accurate statement ? 

Mr. Miter. Well, the way I see it, it is. I may not be looking at 
it from the same point of view that you are. My intentions were that 
the State legislature gave them broad powers, and the commission 
granted them, took these powers and granted either certificates or 
took them away at will. If they could, grant they could take them 
away. It didn’t necessarily need to be in the law that created the 
State corporation commission specifically. 

Senator Gore. Pardon me. Do you mean to say that the courts 
have held, though it may have been in absence of express statutory 
provision, that the commission did have such authority ? 

Mr. Mitier. That is my interpretation. 
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Senator Kucuer. Pursuant to the act of the legislature. 

Senator Gore. Maybe I misunderstood him. I understood him to 
say pursuant, or whether pursuant to the specific terms of the statute 
or not that the Supreme Court has so held. I don’t know what the 
holdings are. I thought that’s what the gentleman was saying. 

Mr. Mintzer. That was my understanding of it anyway. 

Senator Kucnen. Tell me your understanding once more on that 
point. 

Mr. Miuier. My understanding is that the legislature in the first 
passed the law that set up the corporation commission, and gave it 
broad powers to regulate. From the advice of my legal counsel and 
also from the commission, they could find nowhere whe re it said any- 
thing about dual certification or certificates. The commission itself, 
through the years, had issued certificates of convenience and necessity 
or if they had an overlapping circumstance which there was in a num- 
ber of cases they cited to me, some of which are not down here, they 
took them away. We know in several instances where co-ops over- 
lapped, we had to cancel ours in order to get our boundaries in order. 

Senator Kucuren. How long have you had a corporation commis- 
sion in Kansas? 

Mr. Mitxxr. I don’t know. Senator Schoeppel will have to answer 
that. It used to be the old railroad utilities commission years ago. 

Senator Scuorpre.. That is right. I will be very glad to submit to 
the committee the statutory information of those which went back 
considerable period of time. 

Senator Kucner. At any rate it is your statement that the corpora- 
tion commission, about 1937, established this dual-certification policy ? 

Mr. Miuier. As far asthe REA’s are concerned, yes. 

Senator Kucuenr. Was there any other dual certification policy 
then or now in addition to REA’s? 

Mr. Miuurr. I asked the chief engineer of the corporation commis- 
sion Saturday morning, and he said that he thought there was one 
instance in maybe 1930 or 1931 between two power companies where 
there was an overlapping territory. Then, when they cited these 
cases here, it must date back to 1914. 

Senator Kucuen. I notice your first case goes back half a century. 

Mr. Mruurr. That must have been the old utilities commission. 

Senator Kucnen. Can you indicate to the committee anything about 
the 1937 commission which laid down this policy? Can you describe 
that in detail Mr. Miller? 

Mr. Mitter. No, sir; other than the people that I contacted and 
visited with, the opinion of the people who went through this process 
of organizing the cooperatives. That was before my ‘time with the 
REA. 

Senator Kucner. Can you state who the members of the commis- 
sion were in 1937 ? 

Mr. Mitier. No. I donot know. 

Senator Kucner. Can you indicate any reason which prompted 
the commission to adopt, apparently for the first time, this dual cer- 
tification, at least as respects REA’s ? 

Mr. Mirxier. That I do not know, what the thinking of the commis- 
sion was when it established dual certificates. We feel whatever the 
reason was, it wasn’t good judgment. 

Senator Kucuen. How long have you lived in Kansas? 

Mr. Murr. I was born there. 
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Senator Kucuer. And you have lived there all your life ? 

Mr. Mitier. Yes. Up tonow. 

Senator Kucuex. Up to date? 

Mr. Mitter. Up to date. 

Senator Gore. You conceive from that, why I was very reluctant 
to commit myself, with love or money. 

Senator Kucuet, Yes. 

Do you have any recollection about Mr. Jones’ reputation or history 
while he was a member of the commission ? 

Mr, Miuirr. I never met Mr. Jones. I didn’t even know he was on 
the commission until after this thing came up. 

Senator Kucurt. You never knew he was on your Kansas Com- 
mission ¢ 

Mr. Minter. That is right. 

Senator Kucnet. You do not recall any of the history of the com- 
mission while he was a member ? 

Mr. Miuier. No, I do not. 

Senator Kucugr. Do you recall whether the association with which 
you are now connected, or any individual REA, interposed any objec- 
tions in 1937 when this dual certification problem first arose? 

Mr. Mixxer. I cannot answer that. I do not, to my knowledge. I 
don’t know. 

Senator Kucuer. Can you indicate how the policy arose? Was it 
an attempt of the commission to permit an REA to operate in an area 
already served? How did that come about ? 

Mr. Miter. No, I think—of course going back a few years, ahead 
of the 1941 Cooperative Act, the REA Cooperative Act states they can 
serve where no other service is available at the time. When REA was 
organized, it is my understanding that they only asked for a territory, 
to serve the unserved people, which at that time was farm people. 

Senator Kucuen. That would have been prior to 1937? 

Mr. Miter. It would have been about that. I think the first one 
was granted in 1937, so it might have been 

Senator Kucnet (interposing). When the first one was granted in 
1937, was that an instance where the commission gave the REA not 
merely the right to serve an area theretofore unserved, but in addition 
some territory that presently was being served ? 

Mr. Mier. Not to my knowledge. They were given no territory 
that was served. 

Senator Kucner. Then how did it ever happen that there were two 
certificates on the same geographical area ? 

Mr. Murer. The blanket or the first certificate that was given the 
power company was given a whole area or countryside, maybe of sev- 
eral counties, and of course they only served in between the towns or 
thickly settled little valley. 

Senator Kucnen.. Who is “they”? 

Mr. Miiier. The power company. But they still had a blanket or 
certificate over the rest of the —over the balance of the area. So when 
the cooperatives came in they didn’t cancel out the old blanket, they 
just gave them an overlapping or concurrent certificate. That’s what 
we called a so-called dual certificate. 

Senator Kucuev. And it is your position that in 1937, when an 
REA was given that authority, the private utility should have had 
its certificate 
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Mr. Miiier (interposing). Canceled. 

Senator Kucuen. To that same area? 

Mr. Mriier. Yes. 

Senator Gore. Because it didn’t serve it ? 

Mr. Miter. That is right. 

Senator Kucner. Mr. Chairman, I merely want to say that this is 
interesting to me to know a little bit about this appar ently unique situ- 
ation where only one State in the American Union has this apparently 
dual system of certification. But from a standpoint of relevancy to 
the hearing which is to test the capac ity of the nominee to be con- 
firmed as a member of the Tennessee Valley Authority, I do not be- 
lieve it is relevant. 

Senator Kerr. The witness said he did not appear here for or against 
this nomination ; that he came here in response to a request to him from 
a representative in Washington, from the National REA, who I un- 
derstand made the request for some people other than those in the 
REA for him to come in and give the committee this information. 

Senator Kucne.. As distinguished from information on the ca- 
pacity of the nominee. 

Senator Gore. As it may or may not be pertinent thereto. 

Senator Kerr. Yes. 

Senator Kucner. You have nothing further to offer than the an- 
swers to the questions and this statement, Mr. Miller / 

Mr. Miter. That is right. 

Senator Kucue.. That is all, Mr. Chairman. 

Senator Kerr. Did I understand you to say that before 1937 blanket 
certificates had already been given to private power companies for the 
areas ? 

Mr. Mitier. Sometimes, I don’t know what years, probably when 
they were organized they were given certain areas, so they just roped 
off certain sections of the State and called that their boundaries. 

Senator Kerr. The utility didn’t rope it off ? 

Mr. Mitter. No. I mean when they were granted. They probably 
asked 

Senator Kerr (interposing). They were granted a certificate by a 

regular authority that had the authority to grant it, to serve anyone 
in that area that they wanted to, or that w ould make ar rangements for 
them to serve ? 

Mr. Miter. That is right. 

Senator Kerr. There is a certain interest there, or certain title or 
interest that was thereby created and vested in the —steeee that re- 
ceived that certificate, wasn’t there? If you were to get a ) per mit from 
the corporation commission to operate a busline, you have a certain in- 
terest in that permit ? 

Mr. Mitier. That could be true, yes. 

Senator Kerr. It istrue isn’t it? Just like if you were to get a certi- 
ficate from the Federal Communications Commission to build a tele- 
vision station or a radio station and you would go out and build it. 
You have a certain vested interest in that. 

Mr. Miriuer. Oh, yes. But if I didn’t build it though it wouldn't 
have any value to me. 

Senator Kerr. Was there anything in the certificate that you know 
of that limited it in ace ordance with how much was served within a 
given time by the utility ? 
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Mr. Mitxrr. No, not that I know of. 
Senator Kerr. So far as you know there was not. Then under those 
circumstances—and I am not agreeing nor disagreeing—I say quite 
frankly that I don’t agree with it, sand Tam just trying to ascertain what 
the situation was—if it were issued to them then they had an interest 
in it after it had been issued to them. 

Mr. Mitirr. They undoubtedly had because they have certainly 
never given it up. 

Senator Kerr. And the matter had been taken to the Supreme Court 
as I understand it and the Supreme Court has upheld it. 

Mr. Mitrer. Yes. 

Senator Kerr. So that being the case there is a difference in the 
situation of the commission taking something away from them, which 
a previous commission had granted them, and in issuing to another 
utility a dual certificate to serve the same area. I can very readily see 
how the regulatory body would have to issue a dual certificate and 
somebody to serve an area not being served, or maybe an area being 
served and creating a competitive situation, but I am a little bit short 
of being clear in my own mind as to what the authority of the commis- 
sion in 1937, say, would be to cancel the certificate which had been 
issued according to law and in the due course of regulatory procedure 
by the commission, you might say in 1930. 

Can you see that ‘there m: iy be a difference there ? 

Mr. Miter. When they canceled cooperative certificates, we had 
no overlapping certificate that the boundary had to be straightened out. 

Senator Kerr. When was that done ? 

Mr. Mriuuer. I don’t know the years. I know—TI don’t know the 
year it started but it goes on all the time, Sometimes it will be some 
farm that wants electricity and it is pretty close to one co-op line 
and a little further away from the co-op that has the certificate in 
that area, so the one who is closest will go get him. But they have to 
file with the commission and have to cane el their certificates to adjust 
to that boundary, yet the other power company doesn’t ask to cancel 
theirs. 

Senator Kerr. Well, between one cooperative and another ? 

Mr. Miuuer. Yes. 

Senator Kerr. Does that work out, according to their agreements 
with each other? 

Mr. Miuuer. Yes. 

Senator Kerr. I mean the one that has it comes in and agrees that 
it might be taken from him and given to another cooperative ? 

Mr. Mitier. That is right, sir, whichever one is closest. 

Senator Kerr. Canceled by agreement from the one that owns it, 
is it not? 

Mr. Mitier. Well, yes. 

Senator Kerr. Well, you can understand the difference in the situ- 
ation where if I had a certificate and you wanted it and I came in 
and told the commission I am willing to surrender this and have it 

canceled and you give it here to Mr. Miller, you can realize how that 
would be a different situation if Mr. Miller came in and wanted mine 
canceled and I did not want to surrender it, can’t you? 

Mr. Mitier. Yes, I see that Statenin but even whether the co- 
operative wanted to give up the certificate or not, they were requested 
to by the commission before the customer could be served. I mean 
this boundary had to be straightened out. 

















































220 NOMINATION OF ARNOLD R. JONES 







Senator Kerr. The commission took the position they could oe 
issue a certificate from this other co-op unless this first one was 
canceled ¢ 

Mr. Mitier. That is right, sir. 

Senator Kerr. Have they canceled any where the cooperative did 
not agree to it? 

Mr. Mitier. Not to my knowledge; not to my knowledge. 

Senator Kerr. Then it would not be a comparable situation to 
canceling or a partial canceling of a permit given to a power company 
where the power company did not agree to it? 

Mr. Miter. Sometimes between cooperatives and power companies, 
they will trade loads, but the cooperative has to cancel its certificate 
to the power company and when the co-op goes over into the power 
company’s area and picks up a customer, they do not cancel theirs to 
the co-op. We have that situation, too. 

Senator Kerr. Now this law was passed in 1941? 

Mr. Miiier. Yes, Model Electric Cooperative Act. 

Senator Kerr. I would like to ask Mr. Jones again what it was 
he told us the other day his commission recommended with reference 
to that law? 

Mr. Jonrs. At the time the Federal authorities suggested that 
model law, the commission joined in recommending to the legislature 
that it be passed. 

Senator Kerr. Would that have canceled this dual certificate pro- 
cedure ¢ 

Mr. Jones. Yes, sir; had it been passed at that time, the electric coops 
organized under the 1941 law would not have been subject to the 
Kansas Corporation Commission. They would have been exactly the 
same as the municipalities. 

Senator Kerr. And in effect then that would have fixed them where 
they would not have been subject to the view of certificate limitation ? 

Mr. Jones. Right. 

Senator Kerr. And your associates recommended that that law be 
passed ? 

Mr. Jones. Yes, sir. 

Senator Kerr. Were you aware of that, Mr. Miller? 

Mr. Miter. No, sir. 

Senator Kerr. That is all Ihave. Senator Cotton? 

Senator Corron. Just one brief minute. Mr. Miller, what was the 
source of power distributed by the co-ops in Kansas during that period 
from February 1939 to August 1942? Where did they get the power ? 

Mr. Mitxer, They bought it from the power companies. 

Senator Corron. ‘Bought it from private utilities ? 

Mr. Mitzer. That is right. 

Senator Corron. In some instances, from a few municipal plants 
maybe ? 

Mr. Muterr. Yes; some municipals undoubtedly sold some power 
but, of course, none of them are very large. 

Senator Corron. Do you know of any rule or regulation of the 
Kansas Corporation Commission that prohibits cooperatives from 
serving industries? 

Mr. Mitzer. No. There is no regulation. 
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Senator Corron. Do you know of any rule or regulation of the 
Kansas Corporation Commission prohibiting selling electricity to oil 
fields in Kansas ? 

Mr. Mitter. No; I think the 1941 Cooperative Act gives us all those 
rights to serve any and all loads in our area 

Senator Corron. Just one more question. You are not acquainted 
with the service of Mr. Jones on the corporation utility commission 
from 1939 to 1942? 

Mr. Mitzer. That is correct, sir. 

Senator Corron. You did not know him at the time? 

Mr. Mitier. No. 

Senator Corron. You were not in the work at the time? 

Mr. Miter. No. 

Senator Corron. Do you know of any instance that you can give 
this committee, any instance of the service of Mr. Jones on the Kansas 
Corporation Control Commission which indicated in any way an un- 
fair attitude toward cooperatives or any prejudice against coopera- 
tives / 

Mr. Miniter. Not personally, only statements that some of the people 
who went before the commission at that time said they felt the com- 
mission was unfriendly toward the cooperatives. 

Senator Corron. The commission ? 

Mr. Mitier. That is right. 

Senator Corron. You have no knowledge of your own of any in- 
stance in which Mr. Jones personally showed prejudice against co-ops ? 

Mr. Mituer. No, sir. 

Senator Corron. Or unfriendliness toward them ? 

Mr. Mituer. No, sir. 

Senator Corron. Have you any specific decision that he made or 
participated in at that time, even though it is hearsay, but any specific 
decision that was unfair to cooperatives ? 

Mr. Mitier. No; I donot. 

Senator Corron. None whatsoever ? 

Mr. Mitier. None. 

Senator Corron. Any decision that was made not in keeping with 
the policy of the corporation commission before he was a member and 
since he was a member until this very recent decision to come in and 
show cause why ? 

Mr. Miter. Of course, we had always hoped through the years some 
one would cancel out those dual certificates. 

Senator Corron. Do you know of any decision he made or partici- 
pated in that was not consistent, completely consistent with the policy 
of the commission? It was 1937 when the co-ops began to operate ? 

Mr. Miturr. I think that is right 

Senator Corron. From that time on up until 1957 ? 

Mr. Miter. No. 

Senator Corron. You know of no such occasion ? 

Mr. Miter. They were always consistent with the dual certification 
up until this May. 

Senator Corron. That is all, Mr. Chairman. 
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Senator Gore. Mr. Chairman, I have a question I would like to 
ask, if I may? 

Senator Kerr. Senator Gore. 

Senator Gore. Would it be any real help to the cooperative, Mr. 
Miller, if the legislature passed an act relieving the cooperatives from 
the necessity of attaining a certificate but which also provided no 
protection of a certificate? What I am wondering is just how this 
law that was recommended by the corporation commission would be 
very helpful to the cooperatives if the private power companies still 
had blanket certificates, and yet the cooperatives were removed from 
the necessity of obtaining certificates? Would this not still leave the 
cooperatives open to the raids of the private power companies? 

Mr. Miiier. Well, being small and just getting started, it would 
have been very tough competition to have kept with them, I would say, 
because I mean, the company already established can extend their 
lines, if there had been no protection, as far as that is concerned. T 
mean if it had no protection, I do not think it would have withstood 
the competition. 

Senator Gore. In other words, you do not think this removal of the 
cooperatives from the regulatory powers of the commission would 
have solved the problem ? 

Mr. Mitter. No, I donot. I really think and the cooperatives feel 
—we did not mind the regulation. We feel maybe we should be regu- 
lated in the public interest, but we want to have the same regulation 
and same opportunity and equalities of any other business. 

Senator Gorr. You do not believe then that any system which 
would give exclusive certificates to the private power companies and 
nonexclusives to the cooperatives is fair? 

Mr. Miter. No, sir. 

Senator Gore. Whether by act of legislature or promulgation by 
the commission / 

Mr. Mitier. That is right, sir. 

Senator Gore. Thank you, Mr. Chairman. 

Senator Kerr. Thank you very much, Mr. Miller. 

Mr. Mitier. Thank you, Senator. 

Senator Kerr. Congressman Jones reported that he would be unable 
to await the time this afternoon and so I told him that we would hea 
him at 10 o’clock in the morning. 

Does the Senator from Alabama have any further questions for this 
witness ? 

Senator Hitt. You mean Mr. Jones? 

Senator Kerr. Yes. 

Senator Hitx. Not at this time. 

Senator Kerr. We will recess until 10 o’clock tomorrow morning. 

(Whereupon at 4:12 p. m., the committee was adjourned to re- 
convene on Tuesday, August 27, 1957, at 10 a. m.) 
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TUESDAY, AUGUST 27, 1957 


Untrrep States SENATE, 
CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
412, Senate Office Building, Senator Kerr presiding. 

Present : Senators Kerr, Gore, Carroll, and Kuchel. 

Also present : Senators Se hoeppel and Hill. 

Senator Kerr. The committee will be in order. 

We are delighted to have Congressman Robert E. Jones of Alabama 
as our first witness. 


STATEMENT OF HON. ROBERT E. JONES, REPRESENTATIVE FROM 
THE STATE OF ALABAMA 


Mr. Roperr E. Jonrs. Mr. Chairman, I appreciate deeply this op- 
portunity to appear before your committee and to express my own 
gratitude and that of the people that I represent from the Eighth 
Congressional District of Alabama. 

My district contains the major portion of the territory in Alabama 
that lies within the Tennessee River Basin and is presently served 
by the TVA. Indeed, the TVA can be said to have begun in my dis- 
trict, for here, at Muscle Shoals, we had the original Wilson Dam and 
the munition plants which formed the nucleus around which this 
great agency was built, to an invaluable national asset. 

Then my district, or partially within it are located all the dams, 
steam plants, fertilizer and munitions works which TVA has built in 
the State of Alabama. 

In view of this and in view of the further fact that the people of 
my district are entirely dependent on TVA as their sole supplier of 
power, it is obvious that we have a vital and tremendous interest in 
what happens to TVA. It is a plain and simple fact that our future 
and the future of TVA are inseparable and indivisible. Whatever 
affects TVA adversely, affects us all in that area as adversely. And 
whatever limits the ability of the TVA to operate at maximum ef- 
ficiency, limits also our opportunity to share in the progress of the 
Nation on equal terms with other sections of the country. 

It is understandable then that the people of my district should be 
vitally concerned with the character of the men who determine the 
vali ies and administer the affairs of TVA. This interest is accentu- 
ated by our awareness that, no matter who actually serves on the Board 
of Directors, the results will be changed to some degree from the 
policies followed since TVA was established. At best we can look 
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forward to a TVA that will be different from the TVA that we have 
known so far. We are concerned that the differences should not be 
catastrophic, both to the agencies and to the residents of the area which 
it serves. 

When the President announced the appointment of Mr. Arnold 
Jones, I am frank to admit that I, on my own part and most of my 
constituents, had great misgivings. It seemed to us highly unlikely 
that a man who had served in an important capacity with the Bureau 
of the Budget could possibly escape indoctrination with the Budget 
Bureau’s point of view on TVA. 

It seemed even more unlikely that the Bureau of the Budget would 
consent to his nomination if he were not properly indoctrinated and if 
his point of view were not similar to the Bureau’s own point of view. 

I don’t think it is necessary for me to retell the story of what has 
happened to TVA during the 5 years of this administration. It can be 
summarized thusly: The President and the Bureau of the Budget had 
made it abundantly clear that they do not believe in the wisdom and 
feasibility of the TVA Act. Of course, there is no law that requires 
the President or the Bureau of the Budget to profess belief in the 
wisdom of the TVA Act. 

But there is a law, Mr. Chairman, which requires an appointee to the 
Board of Directors to profess such a belief; there is an oath he is re- 
quired to take which pledges his belief and himself to administer the 
TVA according to that belief. 

It is therefore the President’s clear legal responsibility to live up to 
that law. Whatever the President’s own beliefs may be, so long as 
Congress does not change the law, and it has not ch: anged it in that re- 
spect, he is legally required to appoint a man willing to profess his 
belief in the wisdom and the feasibility of the TVA Act 

While the word “profess” may relieve the President of responsi- 
bility for the appointment of one who professes but turns out to be in- 
sincere, I believe the President has an equally moral obligation to ap- 
point a man, so far as any prudent man can determine, that does in fact 
possess a sincere belief in the TVA Act. 

It certainly seems to me that the appointment by the President of a 
man who he knows does not believe sincerely in the wisdom of the 
TVA Act would be contrary both to the law and the spirit of the law. 

This committee is in the process of discharging its obligation to 
investigate whether. among other things, the President has complied 
with the law in making this appointment. I want to commend it for 
its patience, its fairness, and the thoroughness with which it has been 
going about its business. 

It is clear from the comments of its members and the questions they 
have asked that this committee remembers very well that not too long 
ago another nominee sat in this very room and boldly and enthusiasti- 
cally professed his belief in the wisdom of TVA, but since has be- 
trayed every assurance he gave. 

I believe that every member of this committee who expressed him- 
self has made clear that this committee did not intend to take refuve 
behind the weakness of the word “profess.” If I read their remarks 
correctly, each member who has expressed himself has made clear 
that he expects that the new Director should really and in fact believe 
in the wisdom of the TV A, and this committee has given the nominee 
every opportunity to demonstrate the sincerity of his belief. 
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People in my district, indeed people in the entire Tennessee Valley, 
have watched these proceedings carefully, and they have been fully 
reported in the press in that area. They largely refrained from ex- 
pecting categorical opinions until the nominee had been given a hear- 
ing, and an opportunity to demonstrate his attitude toward the TVA 
and the problems facing it. 

My original misgivings have not been removed by what has oc- 
curred in this room in the past few days. On the contrary, the nominee 
has been frank in stating a position which clearly and closely parallels 
the point of view of the Bureau of the Budget. 

He expressed a difference with the Bureau of the Budget and also 
expressed a willingness to go along with the Bureau of the Budget, 
at any rate not to fight it too hard. In fact, the only proposal of the 
Bureau of the Budget which he is prepared to resist, as I read the 
record, Mr. Chairman, vigorously, is the one limiting the bond issue 
to $250 million. 

The record of these hearings will show—and I do not think it is any 
exaggeration—the point of view of the President, the Bureau of the 

sudee t, and TVA is most clearly expressed in the communication of 
the Bureau of the Budget in respect to the proposed self-financing bill. 

One of these communications was signed by the nominee. He has 
disclaimed agreement with all the contents of the letter, but he has 
stated that he agrees with the principles and expressed the opinion 
that those principles have been embodied in the Kerr bill and hence 
did not conflict with the philosophy of the TVA Act as amended. 

But the fact is that the most important of the principles of the Bureau 
of the Budget were urged on this committee, and the one the President, 
the Bureau of the Budget, and now this nominee have all been ao 
insistent about was never incorporated in the Kerr bill. In fact, 
was defeated in this committee by a substantial margin and on the 
floor by a substantial margin. 

In 1955, when the Bureau of the Budget first advanced these amend- 
ments, Mr. Rowland Hughes, then Director of the Bureau and the 
mastermind of the drive to cripple the TVA, was much franker in 
defining the principles that they were most interested in. 

In a letter to Mr. Vogel, accompanying the proposed amendment to 
the self-financing bill, Mr. Hughes said: 
These modifications in the bill are largely in the direction of preserving the 


form and the substance of Presidential and congressional control over the poli- 
cies of TVA. 








I don’t need to recite this particular issue. This committee, I am 
sure, is familiar with it. It is sufficient to say that in writing the bill 
presented to the Senate, this committee refused to incorporate in the 
bill the amendment proposed both by Mr. Hughes and later in the letter 
signed by the nominee which would have effectuated that purpose. 

In other words, this committee wrote and obtained passage of a bill 
which expressed its own belief in the wisdom of the TVA Act and 
particularly in the principle of maintaining a reasonable independence 
and freedom from interference by a hostile administration. 

There never was, as I understand it, much argument except as to 
degree of the proposal. The Kerr bill provided for the payment of 
interest in the very first version. It also included a provision for 
repayment of the Government investment. And it is my understand- 
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ing that the committee agreed on a ceiling limitation of bonds to be 
issued very early in its deliberations. 

The real point at issue has been: Shall the President exercise a de- 
termined control over the TVA through control by the Bureau of the 
Budget and the bonding authority by ‘the Sec retary of the Treasury ? 

If I interpret the words properly, this committee and the Senate 
chose to limit the territory the TVA would serve but left to the Board 
of Directors a proper managerial independence and forming of the 
policy it would place in operation within the territory. It did leave 
the Congress control, which Congress has always possessed over the 
TVA, but it refused to write in provisions giving the President the 
power to control the Tennessee Valley Authority. 

In this the committee and the Senate which accepted the bill acted 
to preserve the principle of independence which has been inherent in 
the TVA since it was created, as Senator Hill so ably demonstrated 
last Friday. This is the crux of the whole matter. 

On this the nominee is quite firm and frank. He has plainly stated 
that he considers that the TVA is within the control of the TVA and 
properly so. On the first day of the hearings he stated that he was a 
strong believer in a strong, centralized government and the authority 
of the President over an independent agency. 

He modified this somewhat by saying in effect that his belief might 
well change when and if the TVA paid his salary. It is highly sig- 
nificant to me that on the very first day of these hearings he c ited the 
decision of a lower court which he claims established the President’s 
authority over the Directors of TVA. 

This clearly indicates to me, Mr. Chairman, that his belief in the 
President’s authority was not a slip of the tongue or the result of a 
momentary snap opinion. It is evident that he came here prepared 
to maintain the position that he is bound to obey a Presidential 
directive. 

In anv event he chose to place far greater reliance on the decision of 
the lower court, a decision which was never put to test in the Supreme 
Court, than on the plain wording of the TV A Act and the interpreta- 
tion of that act by the men who wrote it and are in the best position 
to say what they intended the law to mean. 

Similarly, I might point out with respect to the use of power reve- 
nues for additional power units, the nominee appears far more re- 
luctant to believe the language of the act than the interpretation upon 
the language made by the Bureau of the Budget. 

He has stated repeatedly that he will attempt to do what the 
President directs him to do. He adds the reservation that, if he 
could not find such compliance compatible with the TVA Act, he 
would resign. 

The most fata] weakness of his position is his insistence that he 
finds the general principle of compliance with a directive of the Presi- 
dent completely compatible with the TVA Act. Furthermore, his 
testimony indicates that he has a most liberal definition and concept 
of compatibility. 

Apparently he does not feel that the Dixon-Yates fiasco was 
incompatible. 

He does not appear to feel that forbidding the TV A to use its power 
revenues is incompatible. He does not seem to feel that accepting 
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the Bureau of the Budget’s recommendation as to budgetary control 
over TVA is incompatible. 

But in any event, he has made clear he will not let himself be put 
in the position of resisting the President or obstructing his directives. 
Rather than do that he would resign. 

The sole surviving Director has. already demonstrated his will- 
ingness and even his enthusiasm for following the directives of the 
r resident and the Bureau of the Budget. In view of the present 
nominee’s testimony, it appears not only possible but most probable 
that, should the nominee be confirmed, the President would acquire 
the very control this committee and the Senate has refused to give 
him in the Kerr bill, indeed far more complete control because it 
would be closer to the source and more immune to congressional 
correction. 

Thus, we face here the peril that by a simple appointment of a single 
Director, the 5-year fight of the people of the valley to preserve the 
TVA from complete control by hostile forces and the 2 years of labor 
this committee has performed to maintain the TVA in its traditional 
independence would both be frustrated and undone. 

This is the prospect which understandably alarms all of us in the 
Tennessee Valley, and whose future is bound to that of the Tennessee 
Valley Authority. 

We do not desire a Director who will defy the President on general 
principles or merely belligerency. We do, however, feel that we have 
every right to expect exactly what Congress intended when it en- 
acted the TVA—Directors who will stand up and resist anybody, in- 
cluding the President, any President, who attempts to change the 
TVA without going through the only constitutional legal processes 
available to him, which is a request to Congress to amend the TVA 
Act. 

The nominee has clearly stated that he will not do so. He offers as 
a substitute willingness to resign. Resignation, Mr. Chairman, is a 
mighty weak substitute for the courage to stand up for one’s convic- 
tions, especially when those convictions have the force of law behind 
them. 

I would like to conclude with this one comment. I believe on the 
second day of these hearings, the distinguished chairman of this 
subcommittee, the Senator from Oklahoma, asked a witness this ques- 
tion: “What assurance do you have, if this nominee is not confirmed, 
that the President would appoint a better man?” 

I would like to volunteer this reply: A better man than the testi- 
mony shows this man to be is the only kind of man the President 
can legally appoint and honestly discharge his responsibility on the 
TVA Act. 

The act requires a man who professes to believe in the wisdom and, 
I might add, Mr. Chairman, not only that, but under the TVA Act, 
as I read it, it would be the sense, the duty, and the obligation of the 
President of the United States, if he found by the appointment of a 
Director to the Board of Directors of the Tennessee Valley Authority 
that once he obtained that position and occupied that position and 
did not show the desire of furthering the objectives set out in the act 
itself, then it would be his duty to remove him. 

The act requires a man who professes to believe in the wisdom and 
feasibility of the TVA Act. I do not believe anyone wants to take 
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refuge in the lack of strength in the word “profess.” Certainly I do 
not think that a man who professes to believe, but actually professes 
serious reservations about some of the most essential features of the 
TVA Act, can qualify under the law. You, therefore, have every 
right to expect that the President will pursue the letter and the spirit 
of the law. 

Mr. Chairman, I thank you for giving me this opportunity to 
appear. 

Mr. Chairman, on the 28th of March of this year I testified before a 
House Public Works Committee, at which time I documented the his- 
tory of the TVA Act, showing that it was the creation of the Congress 
and how the various acts and the consideration of the problem by 
the Congress had taken place. 

Without. objection, I would like to leave that for the record for 
what it is worth. 

Senator Kerr. It will be filed with the record, not made a part of 
the record of the hearing. 

Thank you very much, Congressman Jones. I would like to ask you 
one or two questions if I may. 

Could I have your statement ? 

Mr. Rosert E. Jones. Yes, sir. 

Senator Kerr. I think you made a very forceful, forthright, and 
able statement of your position. 

I am looking for that part of the statement in which you answered 
the question which I asked a witness. 

Mr. Roserr E. Jones. It is either on the last page or next to the 
last page. 

Senator Kerr. I don’t find the page that that ison. Do you have any 
more of the statement ? 

Mr. Roperr E. Jones. Yes, sir; here is one page. I am sorry. 

Senator Kerr. You say, a better man than the testimony shows this 
man to be is the only kind of man that the President can legally appoint 
and honestly discharge his responsibilities under the TVA Act.’ 

I say this to you, that I fully agree that it is the firm obligation of 

the President to appoint men whose viewpoint is consistent with the 
requirement of the law and the oath of office. 

Mr. Roserr E. Jones. Yes, sir. I think that is the point. 

Senator Kerr. The President has made two appointments to this 
position, General Vogel and Mr. Jones. 

You have heard the classic story about the fellow who was in jail 
and called up his lawyer, want ing help. The lawyer asked him, “What 
are you doing in jail,” and he told him what he had done. The lawyer 

said, “Is that all you did,” and he said, “Yes.” He said, “They can’t put 
you in jail for that.” He said, “That is where I am talking to you 
from.” 

Now you say that the President cannot legally appoint a man. Are 
you telling me that General Vogel is a better man than this man? 

Mr. Roser E. Jones. I don’t think there is any suggestion that I 
am trying to make a comparison by that statement. What I am doing 
is pointing out, or attempting to point out, to the chairman and mem- 
bers of the committee that the fact that the act is explicit in forcing 
upon the President of the United States to make specific inquiries to 
determine 

Senator Kerr. I fully agree with that. 
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Mr. Roserr E. Jones (continuing). Determine whether or not Mr. 
Jones has that belief in the objectives of the TVA Act. 

Now, as I understood the testimony adduced before this committee, 
that the nominee said that he had stated to the committee that he had 
made visits to the White House and that he had consulted with the 

various members of the President’s staff, but as I recall the testimony, 
Mr. Chairman, nobody examined into the philosophy of Mr. Jones 
with respect to the Tennessee Valley Authority. That will be a 
source of inquiry 

Senator Kerr. I want to say to the Congressman that that was done 
at great length by a number of questions. But the questions that I am 
addressing to you is this: Yousay: 





A better man than the testimony shows this man to be is the only kind of man 
the President can legally appoint. 

Mr. Roperr E. Jones. That is right. 

Senator Kerr. I must say to you that in my judgment that would 
lead me to 1 of 2 conclusions, either that General Vogel is a better man 
than this man, or that the President can appoint a man who is not a 
better man, because he has appointed General Vogel and he is now 
serving. 

Mr. Roserr FE, Jones. Senator, let me say this: You were talking 
a minute ago about the fellow being in jail, which reminds me of the 
story of what happened to you that you didn’t beat your wife on yes- 
terday. I don’t think that that statement is making that suggestion 
by comparative analysis, but showing the obligation upon which the 
President of the United States is to make appointments, If the law 
says that before any man can serve on the Board of Directors of the 
Tennessee Valley Author ity he should be 30 years of age, and he is in 
fact only 28 years of age, then in my opinion what the Congress said 
in its act creating the Tennessee Valley Authority, est: ablishing the re- 
quirements for its Board of Directors or its employees, then the Presi- 
dent has an obligation to fulfill the act just as explicitly as a Board 
member would after he had acquired his position. 

Senator Kerr. I agree with that statement fully. But I do insist 
that it is worth consideration, what the alternatives will be. I am not 
stating my position either for or against the confirmation of Arnold 
Jones. But if he is not confirmed, then what will er 

Mr. Roserr E. Jones. I can’t venture a guess, because I don’t know 
what the attitude of the President of the rate States would be. 

Senator Kerr. Would you think that a reasonable assumption 
would be that the President would make aiaibinn appointment ? 

Mr. Roserr E. Jones. I would assume that he would make another 
appointment. 

Senator Kerr. Do you know by what numerical majority the Demo- 
crats now control the Senate? 

Mr. Roserr E. Jones. I did yesterday. 

Senator Kerr. Have you contemplated the possibility that they 
might not control it in January ? 

Mr. Ronerr E. Jones. Yes, sir, I have given some thought to that. 

Senator Kerr. Let me ask you ‘this, and I want to say that my great 
respect for you is my knowledge of your devotion to the TVA and its 
program and its success. 

Mr. Roserr E. Jones. You are always very kind, very generous 
and helpful, and I would like to say to you, Senator, that there is no 
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group of people in this country who have greater esteem and affection 
for you than I and the people I represent. We have always noticed 
your great earnestness and great effort to promote the welfare of the 
people where I live. So we are eternally grateful to you. 

Senator Kerr. I believe in the success of that program, and I am 
willing to do anything within my power to reinforce its opportunities 
for success. 

Mr. Roperr E. Jones. And I am a witness to that fact. 

Senator Kerr. In all seriousness, I want to ask you this question: 
Let us assume that the Republicans are in control of the Senate in 
January; that Arnold Jones has not been confirmed. 

Mr. Kosertr E, Jones That is not a happy assumption, I will agree. 

Senator Kerr. Which one ? 

Mr. Roserr E. Jones. Neither one. 

Senator Kerr. I thought your position was that you didn’t want 
him confirmed. 

Mr. Rozert E. Jones. I thought that was what you said. 

Senator Kerr. All right, then I understand you. 

Let us assume that he has not been confirmed and the Republicans 
are in control of the Congress and the President in his wisdom sends 
down the name of Mr. Brundage of the Bureau of the Budget. 

Mr. Roserr E. Jones. It would be about time to wet the fires 
and call off the dogs as far as TVA is concerned. 

Senator Kerr. Do you think he would be confirmed ? 

Mr. Rosert E. Jones. I just don’t know. I would defer to your 
good judgment on that question. 

Senator Kerr. I want to say to you that I contemplate the pos- 
sibility that he might. 

Mr. Roserr E. Jones. I expect that would be a great risk. How- 
ever, as I say, you would be a far better judge. 

Senator Kerr. It is devoutly hoped it will not materialize. 
Senator Kucue.. What are you talking about, Mr. Chairman ? 
Senator Kerr. We have just had here a ver y fine witness and one of 

the great Members of Congress in a very forthright and able state- 
ment, in which he makes, among other statements, this one: 

I believe on the second day of these hearings the distinguished chairman of 
this subcommittee, the Senator from Oklahoma, asked the witness this question: 
“What assurance do you have that if this nominee is not confirmed that the 
President will appoint a better man?’ Then the Congressman said, “I would 
like to volunteer this reply : A better man than the testimony shows this man to be 
is the only kind of man the President can legally appoint and honestly dis- 
charge his responsibilities under the TVA Act. 

[ was just exploring with the Congressman some of the possibilities 
which in my darker moments have occurred to me. No. 1, I asked 
him if he contemplated that it was within the realm of oasibility 
that the Republicans would control the Senate when he came back 
here in January. 

Senator Kucuer. That hope may start fructifying this evening. 

Senator Kerr. It may start materializing tomorrow ? 

Senator Kucnen. Yes, sir. 

Senator Kerr. I believe that is when they have the election tomor- 
row ¢ 
Senator Kucnev. I prefer fructifying. 

Senator Kerr. I might, if I knew wh: at it meant. 
Mr. Roserr E. Jones. Today is the day of the election. 
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Senator Kerr. Had I known that, then I could have interpreted 
your language in the light of that knowledge and arrived at a rea- 
sonably accurate conclusion as to what it meant. 

I asked him to assume that the Republicans were in control in Jan- 
uary, and that Mr. Arnold Jones had not been confirmed as a member 
of the TVA Board of Directors, and that the President then, in the 
exercise of the prerogatives of his office, nominated Mr. Brundage to 
the Board of Directors of the TVA and sent his name up to the Senate 
for approval. I asked the witness what he thought would happen. 

Senator Kucuer. How did the witness respond ¢ 

Senator Gore. He said it would then be time to wet the fire and 
call off the dogs and go home. 

Senator Kerr. You see, it may be later than you think. 

Mr. Rosert E. Jones. Yes, sir; I realize the lateness of the hour, 
because I am reminded of that fact every time we have a problem con- 
cerning the TVA, because our enemies are unrelenting, unceasing, in 
their desire to destroy the fine accomplishments being made by the 
Tennessee Valley Authority, to break the yardstick and destroy its 
great effectiveness in the field of water resources. 

Senator Kucuen. I do want to say to my friend from Alabama that 
as a Republican, I think I can be borne out by the chairman and by my 
colleague from Tennessee, that I worked religiously to help obtain a 
bill that would be of assistance to your project. 

Mr. Roserr E. Jones. And I commented on that Senator, and 
pointed out that this committee had made firm decisions with respect 
to the future operations and management of the TVA, to be vested 
ina Board of Directors, and that congressional control would be main- 
tained by the act passed by this c ommittee. And that was an important 
question which this committee decided in its deliberations on the fi- 
nancing bill for the Tennessee Valley Authority. 

Senator Kerr. I want to say that we would never have been able 
to accomplish that very, very worthy objective had it not been for 
the cooperation of the Senator from Califorina and the Senator from 
South Dakota, Mr. Case. , 

Mr. Ronerr E. Jones. I want to say to you, Senator, as I said to 
Senator Kuchel and Senator Carroll, that we are eternally grateful 
to you, and I might add, as a member of the Public Works Commit- 
tee of the House of Representatives, I have not been wanting in my 
ee to press for the proper development of the water resources in 

California and in Oklahoma, as well as in the Tennessee River itself. 

Senator Kucnen. I am sure that is right. 

Senator Kerr. I want to say to the distinguished Congressman that 
his devotion to the latter of those two causes is one of the very basic 
reasons for my great affection - respect for him. 

Senator Kucnen. And may I add that the devotion to the penulti- 
mate project which he mentioned is the basis for my own gratitude. 

Senator Kerr. Without any personal reference to the witness, be- 
cause I want to say that I think Robert Jones has been as honorable 
in his testimony that he has given to this committee as any man who 
has ever been before it, and therefore without the slightest reference to 
him, I say one more thing to my friend from Alabama, the witness, and 
I refer to this hesitatingly, knowing that there are so many educated 
people in the audience who might find me in error, and if they do I 
hope they will be as kind to me as they are to the President as they re- 
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peatedly find him in error in his statements to the press: I believe 
it was Hamlet who in a reflective mood said, To be, or not to be; that 
is the question ; Whether to suffer those ills present with us, or flee from 
those we no longer know of. 

I must say to my friend that I think there are some of the elements 
that provoked those profound words from the fictional character, the 
creature of the brain of the great Shakespeare, present in the situation 
with which we are now confronted. 

Thank you very much. 

I had thought that our and your mutual admiration society was 
going to terminate this, but I now begin to feel the approach of an 
indication that m: iybe some other members of the committee want to 
ask you a question. 

Senator Gore? 

Senator Gorr. Congressman Jones, with respect to the hypothetical 
suggestion regarding Mr. Brundage and his possible nomination to 
the TVA Board of ‘Directors, is it not true that from the record it 
appears that Mr. Brundage has now nominated his deputy ? 

Mr. Roserr E. Jones. I think that I have made the statement that 
the Bureau of the Budget had universally been hostile to the Tennessee 
Valley Authority since January 1953. I don’t know of a single 
oceasion in which the Bureau of the Budget has done anything except 
to make suggestions so far as the Congress is concerned, to legislative 
committees and to the appropriations committees, as to how to bring 
some harm or injury to the orderly operation of TVA. 

Senator Gorr. The gentleman from Alabama has a great facility 
for making a pertinent and eloquent comment. One of the most ex- 
pressive dissertations I have ever read was published on the front 
pages of several newspapers on the morning after Mr. Jones’ nomi- 
nation was sent to the Senate. The reporter said that upon calling 
the distinguished senior Senator from Alabama and telling him that 
the President had nominated Mr. Jones of the Budget Bureau to be 
a member of the TVA Board of Directors, Senator Hill was quoted 
as saying: “The Budget Bureau? God Almighty.” 

Senator Hux. Mr. Chairman, may I confirm what the Senator has 
said ? 

Senator Kerr. You may if you will yield to me for a question. 

Senator Hm. All right. 

Senator Kerr. Was your purpose to be profane, or were you ren- 
dering into Caesar the things which are Caesar’s. 

Senator Hitz. Mr. Chairman, I assure you there was no intent to 
render profanity. The idea was to render unto Caesar the things that 
are Caesar’s. 

Under this Budget Bureau, as the Senator has stated, the chairman 
spoke about Mr. Brundage. What Mr. Brundage has done is to name 
his first lieutenant to this job. It is exactly what has happened. 

Senator Gorr. That is what I was asking Congressman Jones about. 
The matter that gave the people of the Tennessee Valley an original 
shock at this selection, this nominee of the President, was the fact 
that he was Deputy Director of the Budget Bureau, which has been 
a nest of hostility to the TVA, the nest in which the Dixon- Yates con- 
tract was hatched, the genesis apparently of administration policy 
with respect to TVA, which has been most antagonistic to TVA. 
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Does it appear to you, Mr. Jones, or does it not appear to you, to be 
an appalling fact that the President would send to the Senate for 
this important position one with whom he has never even discussed 
either the appointment or policies of the appointee regarding TVA? 

Mr. Roser’ t E. Jones. I am sure it does, Senator, and not only that, 
I think that is one of the legal propositions that I have raised against 
the appointment for the simple reason that the confirmation indicates 
the President has failed to carry out the law in making the examina- 
tion of whether or not he believes in the feasibility of the Tennessee 
Valley Authority Act. That is a reading of the law as specific and 
direct as any other re quirement for the Board of Directors. 

Senator Gore. Was not the President quoted 1 in a press conference 
as describing Mr. Jones as “disinterested” 

Mr. Ronerr E. Jones. I believe I saw that account, “disinterested,” 
and later on I believe the President was quoted as having said some- 
thing about a bipartisan Board in the foe spsrays V alley Authority. 
There hasn’t been any bipartisan Board. I didn’t know that the Board 
of Directors had ever been Democratic or Republican. It is a non- 
partisan Board. That is the way selections have been made by the 
President historically, on the basis of the beliefs and the philosophy 
of those he expected to have the responsibility to discharge the law as 
members of the Board of Directors. 

Senator Gore. You and I, I am sure, appreciate that people who do 
not live in the valley, whose very livelihood is not dependent upon 
the successful operation of the TVA, may not be as directly and as 
acutely interested in the TVA as those whom you and I have the honor 
in part to represent. But this is surely a matter of importance to the 
President of the United States. It would appear particularly so since 
his committments in the 1952 campaign, followed by the Dixon- Yates 

contract and other untoward developments with respect to this great 
agency, and yet we have a name sent to the Senate for confirmation, 
and the nominee, in all truth I take it, tells us that he has never talke«| 
to the President about the appointment, he never had a conference 
with him about it. Moreover, he tells us that he never discussed his 
attitude toward TVA policies with respect to this agency with any aid 
of the President, anyone in any executive agency, of this doctrine. 
Is that your idea of responsible exercise of author ity ¢ 

Mr. Ronert E. Jones. Not as I read the act, Senator. 

Senator Kerr. Will the Senator yield / 

Senator Gore. Yes. 

Senator Kerr. As between the nominee here and the nominator, 
which in your judgment would be lacking in recognition of official 
duties as indicated by the statement you have just made? 

Senator Gorr. It is not my disposition to hold the nominee before 
us responsible for any lack of duty, any defaleation in performance of 
duty by anyone else. 

Senator Kerr. That answers the question. 

Senator Kucnen. Would the Senator yield to me? 

Senator Gore. Yes indeed. 

Senator Kucuen. I think what the Senator is doing is sitting in 
judgment on one technique of administrative responsibility as it has 
been discharged in this instance. 

The Congress has seen fit, to the greatest extent I take it that it can 
provide, to clothe the Tennessee V alley Authority laws with protection 
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under which a nominee to the Board of Directors must in the language 
of the statute profess his belief in the wisdom and the feasibility of the 
act. That is for the nominee todo. He can either do it or refuse to do 
it. But if he refuses to do it, then he does not respond to the guide 
lines that the Congress has laid down. 

What else do you need to become an efficient administrative appointee 
for the Tennessee Valley Authority besides that profession of wisdom 
and feasibility? You need, of course, the basic elements of honesty 
and integrity; you need a background of business; you need to have 
an awareness of the responsibility of running a great organization, 
dealing with personnel problems. It is possible for an appointer to 
get better information as to the qualifications of a possible appointee 
from third parties rather than from the appointee. 

I would be willing to wager—I will take a chance on saying this— 
I will bet you that when our distinguished chairman was the great 
Governor of a great State, there were occasions when he exercised 
his appointing authority not on the basis of answers that a potential 
appointee gave to him, but upon answers he received from other people 
as respects : the qualifications of the person he had in mind to appoint. 
And that is just one of the techniques of making appointments that 
I can’t quarrel with. 

Sure it is possible to call a man in, subject him to a cross-examina- 
tion, but it is also possible to get maybe even better and more dis- 
passionate advice by talking to other people. 

I don’t think we ought to beat the appointer over the head because 
he saw fit to nominate a man whose official family placed faith in 
him and sent him down here to run this gauntlet. ind gauntlet. 
I don’t believe I have ever seen, in the little time I have been around 
here, more vigorous examination. I don't quarrel] with that. But 
this is the place, and I think the witness—I join with the very fair 
statement of the chairman with respect to the manner in which this 
witness has answered questions. 

Senator Gore. I concede again, as I have already done, that those 
whose very well-being, economic fate, are not immedi: itely identified 
with the success of this great project may not be as concerned, may 
not attach to it the importance, may not regard it as of such national 
stature, as those of us who are so identified with if. 

I can recognize, of course, that the President of the United States 
does not need to have a conference with an appointee for postmaster 
in my home town; he does not need to confer personally with a 
prospective appointee to the position of customs collector at New 
York, or internal revenue agent at San Francisco. But here is a 
vital Government agency, the largest single integrated operating util- 
ity in the world, a wholly owned Government corporation with as- 
sets reasonably evaluated at present standards at some $2 billion. 
Here is an agency about which the President of the United States 
made public commitments. It was not Mr. Brundage who came to 
Memphis, to Knoxville, and promised the people to operate TVA 
at maximum efficiency. It was not Mr. Brundage who sent a telegram 
published on the front pages of all the papers of the valley the day 
before election reinforcing that commitment in black and white; it 
was a candidate for President of the United States. And yet we 
have a nominee before us bearing the endorsement and nomination 
of that man, and the record shows—I accept the truthfulness of the 
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witness and blame him not for it—that the President of the United 
States never so much as conferred with this man, nor, according to 
the record, has any aide of the President conferred with this man 
as to in what manner he would propose to maintain TVA at maximum 
efficiency. 

I say to you, Mr. Chairman, that I have found it appalling that 
TVA would be treated in such a backhanded manner, and that the 
President of the United States would choose that manner in which to 
exercise his responsibility and to redeem the pledge, the public pledge 
he made. 

Do you share my views in that, Congressman ? 

Mr. Roperr E. Jones. I sure do, Senator, and I say this: Had it 
not been for the Senate of the United States and the House of Repre- 
sentatives, there wouldn’t be a Tennessee Valley Authority today. 
It was the creature of the C ongress, it has been preserved by the Con- 
gress. And to the faithful devotion that the members of this com- 
mittee have given to TVA is what has sustained it and what has given 
it its endur: ance to last, and by its capable perfor mance, along with 
the attention given to it by the Congress, is the reason that ‘it is in 
existence today, and not because of the attitude of the present admin- 
istration. 

Senator Gore. I defer to Senator Hill. 

Senator Kerr. Wait a minute. Do you have a question, Senator? 

Senator Kucnen. Yes. I want to say that there are all kinds of 
Democrats in the Congress, and all kinds of Republicans. Some of 
us who could, in this committee and otherwise, helped the Tennessee 
Valley » Authority. 

Senator Gore. Would you let me thank you now for that ? 

Senator Kucnen. Surely. 

Senator Kerr. The Senator from California yields appropriately 
to the Senator from Tennessee for a very worthy and appropriate and 
justified purpose. 

Senator Gore. Since he has yielded, I want to say in all candor and 
in gratitude that except for the bipartisanship, to use Congressman 
Jones’ terms, exc ept for the nonpartisanship consideration of the TVA 
self-financing bill by this committee- 

Senator Kucne.. And by the Senate. 

Senator Gorr. And by the Senate, a bill would not have passed 
the United States Senate. 

The distinguished junior Senator from California demeaned him- 
self, in my interpretation of duty, i in the highest order of responsibility 
and statesmanship in that regard, and I thank him. 

Senator Kerr. In that regard, I want to say that while the Tennes- 
see Valley Authority does not affect a single square mile of area of the 
great State that I represent, it isa program in which I have always had 
the very greatest interest, and being in the position that I was, of 
working on a piece of legislation affecting another area of the country, 
I was gratified greatly by the fact that a United States Senator from 
an area just about as far from Tennessee as a United States Senator 
can be from—California—and another one from another State very 
far removed—South Dakota—both of them members of the other 
party, got in and worked for literally months helping resolve the con- 
flict of viewpoint and philosophy that existed on this committee. 
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I want to pay tribute to every member of the Republican side, that 
while it was a matter which they in the devotion which they had to 
their own ideals could not agree with, Senator Gore will bear me out 
in the statement that they worked vigorously and fairly and not des- 
tructively in the effort that this committee made. But that effort 
would have failed in achieving what I believe was the absolute neces- 
sary objective in order that we might be able to succeed in our efforts 
to get that bill through the Senate, and that effort was made possible 
in this committee by the work of the Senator from California and 
the work of the Senator from South Dakota. So I want to add my 
words to that. ‘ 

Senator Kucnuer. I am tickled to death and grateful, and that is 
a very pleasant interlude, and I paid my respects in Florida to Bob 
Kerr for what he did here, and also in Niagara. And I paid my re- 
spects to Albert Gore. But I want to say that we do have a situation 
where the Tennessee Valley bill had bipartisan support. It also had 
a bipartisan opposition. 

Here we have a case where the Congress nevertheless politically is 
controlled by one party, the administration by another. And any 
time the Chief Executive sends a name down here, it is going to have 
to have Democratic support in order to be confirmed. It is just as 
simple as that. 

It seems to me the results of this hearing have demonstrated that a 
great amount of faith was placed by the Executive in this appointee, 
and I think the record of this committee will demonstrate that a great 
amount of faith can be placed in him here. You have to take a thing 
like this on faith. And I think Mr. Jones has stood up admirably, 
honorably, in the manner in which he has answered searching ques- 
tions. And on that basis it comes right down to it, you take this on 
faith. I want to see the Tennessee Valley Authority proceed. Obvi- 
ously in wrong hands it could be scuttled. If not ruined, it could at 
least be ground down to almost a halt. On the other hand, with men 
who pride themselves in discharging their responsibility as they should, 
it can go forward. 

As far as I am concerned, in my judgment the record demonstrates 
that here you have a man of unquestioned honor and integrity, who 
has laid himself bare before this committee, and who, it is true, is 
the nominee of the man who I consider a great President of the United 
States. He is going to need Democratic support. It is that simple. 
And when it comes right down to it, it is whether you have faith that 
he will do what he told you he would. That is the only comment I have 
to make, Mr. Chairman. 

Senator Kerr. Senator Carroll, do you have any questions of the 
witness ? 

Senator Carrotit. No, Mr. Chairman. I have had the pleasure of 
serving with Congressman Jones and I have great respect for his 
integrity and his ability and I know the devotion that he has given to 
this cause. 

I might say to my former colleague, my old friend: I have been very 
much impressed with the exchange between Senator Gore and your- 
self about this being a $2 billion corporation, and I have made some 
notes here as the discussion went on this mor ning. It seems to me—and 
TI am certainly not as conversant w ith all these problems as the more ex- 
perienced members of this committee—that there seems to be a fear of 
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the people in this area as a result of the numerous acts which appear to 
be detrimental tothe TVA. You spoke a little while ago of the enemies 
who were seeking to tear it down. I think those were your words. 

Mr. Rosert E. Jones. Yes, sir. 

Senator Carroti. Who are the enemies of the TVA basically ? 

Mr. Roserr E. Jones. The great enemies of the Tennessee Valley 
Authority, and the activity in which they have engaged, the prince ipals 
are mostly the private utilities. Private utilities have now engaged in 
acampaigr against the TV A of trying by demonstration of charts and 
gr aphs to show the American people that the Tennessee Valley Author- 
ity is a socialistic enterprise. Well, of course it is untrue, unfounded, 
not one iota of truth. It is carrying out a Federal responsibility, a 
Federal duty that the Congress assumed when it passed the Tennessee 
Valley Author ity Act and by the various amendments, and has been 
passed by ever y appropri: ition bill. It is doing nothing more, Senator 
Carroll, than is carried out by the Government in its other activities 
in any ‘other area. The only thing that has happened here is that 
we have incorporated in one Government corporation the activities of 
some 36 agencies and bureaus of Government to carry out a coordinated, 
well-pl: ined, well- designed water resource problem. That is what 
the accomplishments have been, and the reason why they are opposing 
the Tennessee Valley Authority is because it has done its job too well 
and too wood, 

Senator Carroiti. Has this group been identified as a particular 
group / 

Mr. Roserr E. Jones. I think that every congressional committee 
that has ever made any venture into the subject matter has come up 
with the same conclusions. It is the same old gang doing business at 
the same old stand. 

They feel there is money in those hills for them and they are even- 
tually going to take it over and operate it for their own profit, and 
not the profit or benefit of the people. 

Senator Carron. Any particular group that spearheads this drive ? 

Mr. Ronerr E. Jones. Yes. Yousayone? No. The private power 
groups have been associated in various organizations. They have 
operated through the National Chamber of Commerce, associated 
chambers of commerce, the National Manufacturers Association, the 
various activities and lobbyist groups engaged in trying to defame 
the accomplishments of the Tennessee Valley Authority. And they 
have had a very generous help by getting tax amortization and getting 
opportunity to take some of the profits realized from the sale of 
electric energy and appropriate that money into a gigantic scheme 
to bring to disrepute and to bring infamy upon the “good work and 
the good name of the — power ans throughout the 
country. Whether it is in Idaho, in Hells Canyon, or Buggs Island, 
in Virginia or North Carolina, there has been a uniform effort made 
by those groups. 

When word was passed out last week that the TVA financing bill 
was to be considered by the House of Representatives and the rule 
would be granted, then ‘Washington became a mecca for the lobbyists 
who were here in opposition hoping to frustrate the TVA. There 
has not been a single proposition for the advancement of TVA or 
water resources development unless it was to their own interests that 
they did not oppose, that I know anything about. 
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Senator Carrot. That led me to my next question, Mr. Chairman. 
Are you able through your years of experience or any of your col- 
leagues in the TVA to link in this private power group with the 
Bureau of the Budget in any way that you know of ? 

Mr. Roserr E. Jones. You recall that certain financial interests 
from the First Boston Co. were able to give advisory opinion and 
make certain suggestions as the records later disclosed of how an ar- 
rangement would be made for the Tennessee Valley Authority to di- 
vert part of its generated capacity over and let the Dixon-Yates 
then supply the service area on the western fringe about Memphis. 
You recall, Senator, that that plan was frustrated by the continuous 
efforts of the proponents of the Tennessee Valley Authority in making 
an exposé of that scheme which was defeated. 

That has been the whole history of the advancements of the Ten- 
nessee Valley Authority. 

Senator Carro.ii. In very few words, for my own information, are 
you able to point out some specific policy of recent origin, in which 
the Bureau of the Budget has had some influence in formulating that 
policy or setting it, which has been detrimental to the basic policy of 
the TVA ? 

Mr. Rosert E. Jones. It would be a long catalog if I were to cite 
every instance. As you recall in the 1953 transmittal of the Bud- 
get to Congress, there was a deletion of money that was necessary for 
the construction of additional generating capacity for the Tennessee 
Valley Authority on the basis that new generating facilities would 
be found. It was supposed then that the private utilities that were 
in the periphery of TVA would then come in and announce their 
willingness to sell power to the Tennessee Valley Authority, thereby 
precluding TVA from building its own steam plants. But nothing 
ever came of that suggestion because the Dixon- Yates was hatched, 
and then by its transmittal the President in his most recent budget 
message has suggested less money for TVA and a general negation of 
the Federal responsibility to provide funds or to endorse a bill by 
which TVA can operate its generating and transmission facilities in 
order to make a profit for the people of the country and to generate 
power ata low cost. 

Senator Carroti. These are some of the reasons then that the fear 
arises in the area and has been existent there for so many years be- 
canse they think there is a cutting down of the basic policy, a change 
of it ? 

Mr. Rozert E. Jones. Yes, indeed. 

Senator Carrouy. I have heard the questions of the distinguished 
Senator from Tennessee, and from what I have read, one of the basic 
problems of General—I don’t even know his name—is that there is 
some withholding of funds. That seems to be basic. Will you ex- 
plain what that means? Is this withholding of revenue for genera- 
tion? What isthe difficulty down there ? 

Mr. Rosert E. Jones. Are you speaking about the failure to invest 
in the receipts of sale of power in the new generating facilities? 

Senator CarrouL. T assume that that is what they are talking about. 
Thov tolk about withholdine funds. 

Mr. Rosert E. Jones. Well, of course, as vou know, in the first 
Aneicion made by the Board on the financine bill. that was unanimous. 
That bill was reported to the Congress and introduced on both s'des, 
in the House and the Senate. Later on, when the Bureau of the 
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Budget made an analysis of the bill, it made a great number of changes 
which you recall was considered and reported down, that had the bill 
been passed it would have been utterly impossible for TVA or any 
other utility to survive, because there wasn’t any way that any prudent 
or reasonable businessman could have assumed that responsibility and 
made a profit on the operation of TVA and do a good job. 

Senator Carrot. What was the Bureau message in 1953? Do you 
recall what that was? 

Mr. Roserr E. Jones. No. It was carried in the general budget 
message, Senator Carroll. And I believe in the message of the Bureau 
of the Budget transmitted to General Vogel it commented adversely 
on the request for funds for additional generating facilities. 

Senator Carroii. Thank you very much. 

Mr. Ronerr E. Jones. Thank you very much, Senator Carroll. 

Senator Carrou. I have one more question, because I have been gone 
from here for several years. Anyone can answer—Senator Hill, the 
Senator from Tennessee, or yourself. We have talked about the pri- 
vate-power lobby in Washington, D. C. Who heads up that lobby ? 
(‘an you give me a name so that I can do some checking ? 

Mr. Ronerr E. Jones. I understand that Mr. Purcell Smith at one 
t'me represented them, and I have heard that he has retired. I don’t 
know the name of his successor. 

Senator Carroty. Does Ebasco have a lot to do with the Tennessee 
Valley Authority opposition? Are you familiar with that at all? 

Mr. Roperr EF. Jones. It has been quite active. Ebasco has been 
called in not only on TVA but on a lot of other projects for the private 
power companies. You recall this committee, I believe it was last 
year, went into the propostition of some of the recogn'tions of Ebasco 
in the Hells Canyon, I believe it was, and I am sure this committee 

Senator Carrot. We hs ave been in the fast tax writeoff. There is 
no question about Ebasco’s activity there. I wonder if it has been ex- 
tended to TVA and who were the primary movers of this opposition, 

the enem'‘es of whom you spoke. 

Mr. Ronerr E. Jones. That would have been one of the principals in 
the Dixon- Yates operation, I understand. 

Senator Carrot. Thank you very much. You have been very 
helpful. 

Senator Kerr. Senator Hill? 

Senator Hint. Mr. Chairman, first may I commend and congratu- 
late my colleague, Congressman Jones, on his very fine and very able 
and forceful statement ‘and presentation here this morning. 

Senator Gore, in his questions, has well brought out the fact that 
the President of the Uni‘ed States, before he sent the nomination of 
Mr. Jones to the Senate, did not talk with Mr. Jones and did not 
endeavor to find out Mr, Jones’ views or his feelings or his position 
with reference to TVA. 

The fact is, that after Mr. Jones was nominated, the President, at 
a press conference, on being asked which Mr. Jones was nominated, 
stated “He was the best disinterested man he could find.” The best 
disinterested man he could find. The truth is that this record before 
this committee shows very clearly that Mr. Jones was not found at 
all. that Mr. Jones wanted the job and that he conveyed that wish 
to Mr. Brundage, and Mr. Brundage went to the White House for 
the appointment. 
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“Disinterested” is hardly compatible, is it, with the requirement of 
law, the statutes, that the appointee shall believe in the wisdom and 
feasibility of the TVA Act? 

Mr. Roserr E, Jones. That is a requirement of the act, a specific 
requirement of the act. It seems to me that before the act could be 
complied with the President would have to make inquiry of Mr. 
Jones as to whether or not he believed in the feasibility and wisdom 
of the Tennessee Valley Authority Act and its objectives. 

Senator Hix. “Disinterested” would seem to be incompatible with 
any belief in the wisdom and feasibility of the act; would it not ¢ 

Mr. Rosert E. Jones. I can’t see any way that you could escape 
that conclusion, Senator. 

Senator Hitt. You brought out the fact, too, that the President 
spoke about his Board as a biparisan Board. The truth of it is, 
that on April 4, 1957, at which time it was, of course, known by all 
that Dr, Curtis was retiring next month, in May, and there would 
be an appointment to the Board, the President in his press conference 
on that date said: 

But I believe, of course, it is a Board that is required to be bipartisan, and ] 
don’t remember whether the man going out is a Republican or a Democrat. 

Is it not true that the President was absolutely wholly wrong in 
that belief of his, that it is not a bipartisan Board in any sense 
whatever ? 

Mr. Roserr FE. Jones. It never has been. Let me call your atten- 
tion to one more thing about the Tennessee Valley Authority Act. 
The President of the United States is given the power to appoint the 
Board of Directors. All other provisions of the act are of concern 
in outlining the duties and responsibilities and various activities with 
which this corporation can become engaged. That is the only time 
the President of the United States would make a decision for the 
TVA, with the exception of h's inherent authority as to transmitting 
a budget to the Congress. 

But, Senator, let me point this out to you: In all the provisions of 
this act there is one more requirement of the Board, and that is that 
each member of the Board, before entering upon the duties of his 
office, shal] subscribe to an oath or affirmation to support the Consti- 
tution of the United States and to faithfully and impartially perform 
the duties imposed upon him by this act. 

There is a further requirement that he faithfully discharge, and 
impartially, the provisions contained in this act. So how can you im- 
partially go about carrying out the act unless you have a belief in the 
fe asibility and wisdom of the act ? 

Senator Hirz. When you say feasibility and wisdom of the act, 
you mean in all of the provisions and specifications and policy of the 
act. 

Mr. Rorert E. Jones. Absolutely. Because that is devoted entirely 
to the duties and responsibilities of the organization. 

Senator Hirt. Belief in the feasibility and wisdom of the act, not 
just a declaration in the wisdom and feasibility of TVA. 

Mr. Rosert E. Jones. That is right. 

Senator Hirx. That is a belief in all of the provisions, all of the re- 
quirements, specifications, laid down in the act; is that right ? 

Mr. Ropert E. Jones. Of course. 
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Senator Hitt. And as you have said, the whole intent, the whole 
purpose, the whole spirit, the whole language of the act is a negation 
of any implied, any polities s, any bipartisanship; i isn’t tht true? This 
act was brought into being by members of both political parties, mem- 
bers of the Republic an Party, members of the Democratic Party; it 
had to have strong support. It was written by members of both parties 
with the idea that there should be no politics whatever in it. And 
that these men should do as St. Paul: This one thing I do, that one 
thing, to carry out in all good faith, in all wisdom and all loyalty and 
devotion, the provisions of the TVA Act. Isn’t that correct ? 

Mr. Roserr E. Jones. It is in the law. 

Senator Hitt. That is all, Mr. Chairman. 

Mr. Roserr FE. Jones. Thank you, Mr. Chairman, and members 
of the committee. 

Senator Gorr. Mr. Chairman, I would like to introduce one of my 
distinguished colleagues from the Third Congressional District of 
Tennessee, and also my distinguished colleague from the Sixth Con- 
gressional District of Tennessee, Congressm: un Fraizer and Congress- 
man Bass, respectively. Congressman Frazier has a brief statement 
that he would like to read to the committee. 


STATEMENT OF HON. J. B. FRAZIER, JR., UNITED STATES CONGRESS- 
MAN FROM THE THIRD DISTRICT OF TENNESSEE 


Mr. Frazmer. Mr. Chairman, I have been requested by my colleagues 
in the House of Representatives who represent the TV A area to present 
to this committee a letter which sets out their poistion with regard to 
the confirmation of Mr. Jones. 

I want to ask that the committee allow me to file this and it be made 
a part of the record. It is signed by all the area members of the House 
of Representatives with the exception of two who are away from the 
city today and will not be able to be here. 

Senator Gore. Would you read the names of those who affixed their 
signatures / 

Senator Kerr. Just the names. We will put the statement in the 
record. 

Mr. Frazier. Congressman J. Cooper—— 

Senator Kerr. Just a minute, Congressman. The Senator would 
like to have you read the statement. 

Mr. Frazier (reading) 

We, the undersigned Members of Congress from the Tennessee Valley area, 
have followed with great interest and concern the hearings before your com- 
mittee upon the nomination of Mr. Arnold H. Jones to be a Director of the 
Tennessee Valley Authority. 

For many years the Tennessee Valley Authority Board has been composed of 
men who have had a sincere belief in the wisdom and feasibility of the TVA 
Act. They have given with this belief guidance and direction which has 
resulted in its being one of our Nation’s most successful undertakings. 

Mr. Jones’ statements to the committee have raised doubt in our minds as to 
his views of the responsibility and authority which a member of the TVA Board 
should have. These views have concerned us. It is our belief that his doubt as 
to the responsibilities and authority as a TVA Board member should lead your 
committee to disapprove his nomination. 

Jere Cooper: Noble J. Gregory; Thomas G. Abernethy; Clifford 
Davis; Tom Murray; J. B. Frazier, Jr.; J. Carlton Loser; Ross 
Bass; Robert E. Jones; Albert Rains; Jamie L. Whitten; Hen- 
derson Lanham; Carl Elliott; William H. Natcher; Kenneth 
A. Roberts. 
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I appreciate very much the privilege of appearing before this honor- 
able committee and making this a part of the record. 

Senator Kerr. Thank you, Congressman. Are there questions? 

(No response. ) 

Senator Kerr. Congressman Bass? 


STATEMENT OF HON. ROSS BASS, CONGRESSMAN FROM THE SIXTH 
DISTRICT OF TENNESSEE 


Mr. Bass. I am Ross Bass, of Tennessee, the Sixth Congressional 
District. Ido not havea prepared statement. I, of course, join in the 
letter that was just presented to the committee. I am very happy to 
be able to be here and to hear the testimony before the committee. 

I think there are two compelling questions that should be answered 
before any person should be confirmed by this great body as a Director 
of TVA. 

First of all, Is the spirit of the TVA Act in keeping with the per- 
sonal philosophy of the person to whom this appointment is to be 
made’ The second question should be, Is it the belief of the proposed 
Director that the TVA should be the sole producer and supplier of 
power inthe TVA area? If those questions are properly answered by 
any individual, then, of course, I think that they might be able to 

‘arry out the intent of the TVA Act. Without an aflir mative answer 
to those two questions, then I think this committee should certainly 
not be in a position of recommending the confirmation of any in- 
dividual for the directorship of the TVA. 

Senator Kerr. Are there any questions? 

Senator Kucuen. Yes. With respect to your first stand, the per- 
sonal philosophy or ideology of a nominee, if he were able to take 
the oath required by the law, with particular respect to that language 
which requires him to profess his belief in the wisdom and fe: asibility 
of the TV A statute, and if he took that oath with no mental reservation 
whatsoever, would you say that that answer then was a safe test of 
your first question ¢ 

Mr. Bass. I think that a philosophy of an individual is built up over 
a period of years, and I think—— 

Senator Kerr. Right there let me ask you this: Unquestionably 
that statement is correct. Do all of the years in which a philosophy 
is built up have to be in the past ? 

Mr. Bass, I would say that the information that we have about a 
philosophy must be based on the past. Our opinion of a man’s 
philosophy must be based on the past. 

Senator Kerr. Off the record. 

(Discussion off the record. ) 

Senator Kerr. On the record. Now will you answer the question of 
the Senator from California ? 

Mr. Bass. I partially answered it, Senator. I would like for him 
to rephrase his question since we have been derailed just a little bit. 

Senator Kerr. Let the reporter read it. 

Mr. Bass. I think the Senator asked me if I felt that the taking of 
the oath—— 

Senator Kerr. Sincerely, without mental reservation. 

Mr. Bass. The taking of the oath would exemplify the philosophy 
of the individual involved. 
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Senator Kerr. Would meet the requirement—— 

Senator Kucurn. Of your first test. 

Mr. Bass. The way I started to answer this is the only way that we as 
Members of the Congress, or people with responsibility, in confirming 
or in finding out what this philosophy would be, the only basis on whie h 
we have to act, is the past, the history, the actions, and the stated 
philosophy of the individual involved. 

There was a man once referred to as Dr. Jekyll and Mr. Hyde. It 
is possible maybe for a man to have two personalities. But I believe 
it is hard for a sound individual, one with true convictions on any 
subject, to have a philosophy up to a certain point in his life and then, 
as a result of achieving an ambition, completely reverse his philosophy 
and be sincere in it. 

I think maybe that a man might raise his hand and take the oath, 
with the belief, with the sincere belief in his heart, that he is going to 
do this thing, but if this man has a true personality, a true philosophy, 
if it is based on experience and facts in his own life, then I think the 
man, even though he would be sincere at the time he raised his hand 
to take the oath, I think it would be hard for him to completely change 
his philosophy and fulfill the responsibility of a job diametrically op- 
posed to what he had believed all his life. 

Senator Kucnen. You do not imply, I take it—but I want to be 
sure—in your reference to Dr. Jekyll and Mr. Hyde—that we are deal- 
ing with that type of character in this nomination before us? 

Mr. Bass. No. I drew that as a parallel of a possibility of a man 
having a dual philosophy and changing h's philosophy momentarily. 

Senator Kucuen. Do you suggest to the committee that in your 
judgment the philosophy of the nominee is one of repugnance to the 
idea of TVA? 

Mr. Bass. Well, Senator, let me say this: I do not know Mr. Jones 
personally. T have never talked w ith the man. JT have met him and 
I shook hands with him twice. However, since his nomination was 
placed before the Senate I have had the occasion to read press state- 
ments and to read the information that has come out of this committee. 
I have been here before and have heard some of the testimony and I 
have heard Mr. Jones questioned. 

I would not say that Mr. Jones, as an individual, or as a personality, 
would be repugnant at all, But Ido say that according to the informa- 
tion I have, based on some of his personal participation in the past, in 
subjects dealing with power, and with utilities and with his branch 
of the Federal Government that he has been interested in, that there 
might be some question as to the possibility of his carrying out the act 
with all of the sincerity that is necessary in determining the feasibility 
of the TVA Act. 

Senator Kucren. Could you be specific, Congressman, and indicate 
the type of instance in the record as it has been made here on which you 
base that statement ? 

Mr. Bass. Without having anything in front of me, and without 
coming prepared and making definite statements and quotes, I would 
not be in a position to say, Senator. 

Senator Kucnen. Then to get back to the first question. Is it your 
belief that a sincere « -ompletely free taking of the oath by any nominee 
would not meet the first test that you laid down ? 
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Mr. Bass. As I said, I believe it is possible for a man to take the 
oath with all sincerity, and at the time of taking of the oath actually 
believe that he is taking this oath in sincerity. But | also believe that if 
a man’s basic philosophy and training is true and sincere, that when 
he gets into the operation of this thing that certain impressions might 
tend to take him back to where he might have been before he sincerely 
took this oath. 

Senator Kerr. Will the Senator yield there ? 

Senator Kucuen. Surely. 

Senator Kerr. Without any desire whatever to know the identity 
of it, if your answer is in the aflirmative, I will ask you this question: 
Do you belong to: a church ¢ 

Mr. Bass. Yes,sir. The son of a Methodist minister 

Senator Kerr. Did he preach a doctrine that if a man, let us say, 
being born a sinner and having lived one until a certain time of his 
life, could not be converted and become a member of his church without 
being bound to the position and philosophy that he had had before that 
experience ? 

Mr. Bass. Yes: he did, Senator, but—— 

Senator Kerr. Wait now. Are you sure? 

Mr. Bass. Am I sure that he preached the philosophy 4 

Senator Kerr. No; are you sure you understood my question ¢ 

Mr. Bass. Yes. Youasked me, did my father preach the philosophy 
that a man could be a sinner all of his life and then become converted 
and become a Christian / 

Senator Kerr. That is the opposite of what I thought I was asking 
you. What I thought I was asking you was, was it his belief that if 
a man had been a sinner up to any given moment, that he could not 
then be converted and become a Christian. 

Mr. Bass. Yes; but there was this thing involved: There were the 
great teachings and the great inspiration of Jesus Christ, and the God 
above that has—— 

Senator Kerr. I thought that the personality to whom you refe rred 
laid down the criterion “Ye must be born again. 

Mr. Bass. Right,Senator. That is just it. 

Senator Kerr. I just wonder if he laid it down with the conviction 
that it was impossible. 

Mr. Bass. Well, Senator, it is not impossible; no. It is not im- 
possible. But we are dealing with the Almighty God there and we 
are dealing with human elements here. 

Senator Kerr. He w: as dealing with human elements. Do you think 
it is any harder for a man to change his political philosophy than it is 
to change his philosophy with reference to whether or not he is a 
Christian ? 

Mr. Bass. Do you mean to change from being a non-Christian to a 
Christian ? 

Senator Kerr. Yes. 

Mr. Bass. I think it is much harder for a man to change his political 
beliefs, because I don’t think he has the assistance from on high. 

Senator Kerr. You don’t think it is unavailable to him; do you? 

Mr. Bass. No. It might be available to him. 

Senator Kerr. Did youever try ? 

Mr. Bass. Did I ever try? No, Senator, I have always been com- 
pletely happy asa Democrat. 
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Senator Kerr. That is a very fine and sustainable position to have. 
But as one—and I want to say that I am not applying this to this 
witness 

Mr. Bass. Oh, no; we are not talking about him right now. 

Senator Kerr. I am not applying this to this witness. But I sub- 
scribe to the philosophy, either as a member of my church or as a 
member of my party, that “while the light holds out to burn, the 
violent sinner may return.” 

Mr. Bass. I wish some of ours would return, Senator. 

Senator Kerr. I understand. But I don’t see how you could in- 
dulge in the wish, seriously, if you at the same time had the conviction 
that it was impossible of being fulfilled. 

Mr. Bass. I still maintain, Senator, that it is awfully hard for a 
man to get away from basic teaching. 

When you get into the conversion of a man from the paths of the 
sinner into the ways of Christianity, as I said a minute ago, you have 
more assistance there. 

Senator Kerr. And a bigger job. 

Mr. Bass. And a bigger job; and it is an emotional thing. 

Senator Kerr. Not at all. 

Mr. Bass. It is toa degree. 

Senator Kerr. It has emotional manifestations. 

Mr. Bass. I stand — 

Senator Kerr. I say now, I would hate to depend upon one that 
was emotional only. W ouldn’t you? 

Mr. Bass. I definitely would. I stand corrected. It has an 
emotional impression. 

Senator Kerr. The difference between you and me, fundamentally, 
on that is that while they found me in a slightly backslid condition a 
few times, they— 
Mr. Bass. You sound like a Baptist. 

Senator Kerr (continuing). They never have found me fallen from 
“ace, 

Mr. Bass. I believe the Senator isa Baptist. 

Senator Kerr. I must say that one who, as I now assume you to be, 
would think that even after the conversion brought about by the help 
of God, could lose it of his own action. 

Mr. Bass. Yes; he could lose it of his own action. 

Senator Kerr. That is what you believe if you are a Methodist. 

Mr. Bass. Yes: that I believe. I also believe it in the instance of 
political philosophies. 

Senator Kerr. Then if you believe that they can fall from grace 
politically, don’t you think that they can be redeemed politically ? 

Mr. Bass. Evidently it is an awfully hard job. We have been 
trying in the Democratic Party for about 7 years, and we haven’t 
done bear much about it yet. We haven’t had too many falls from 
grace. 

Senator Kerr. We have more backsliders among our Democrats 
than we need as converts from the other side. 

Bs Bass. I agree with you thoroughly. That situation happened 

1 Tennessee. 

"bk itor Kerr. I just want to say that I would be discouraged if I 
thought it were impossible for a man to improve or change his 
political philosophy. 
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Mr. Bass. I don’t believe it is impossible. 

Senator Kerr. I want to say to you that as a Member of this 
Congress I have seen changes, I have seen all the evidences of changes 
of political philosophy needed to convince me that even a Member 
of the House of Representatives or of the Senate is capable of it. 

Mr. Bass. I think too many of them are, probably. 

Senator Kerr. Then that being true, I would feel hesitant to 
express the firm conviction that one not a member of these two bodies 
would be incapable of it. 

Mr. Bass. Senator, we come to the Congress with a philosophy or 
we wouldn’t be here, and. we are elected on that philosophy. The 
only thing that our people have to judge us on before we come here 
is our past, the record that we have made. 

Senator Kerr. I want to say to you that the great Barkley once 

said that that was not effective, that the man to whom he looked for 
support had advised him that he couldn’t do it on account of what he 
had done in the past was so far removed that it was no longer effective. 

Mr. Bass. That he hadn’t done anything recently. 

Senator Kerr. That he hadn’t done anything lately. 

Mr. Bass. That is right. 

Senator Kerr. My observation is that people vote just as much on 
their hope and belief in what you are going to do as they do on their 
memory about what you have done. 

Mr. Bass. Well, yes—— 

Senator Kerr. It may not be that way in Tennessee. 

Mr. Bass. It is that way in Tennessee, and I hope that has an 
influence all over the country. 

Senator Kerr. If it is, then I say to you that it is indicated that 
they are looking as much with hope to the future as they are in 
memory to the past. 

Mr. Bass. Yes. The Senator is a great man- 

Senator Kerr. That being the case, in your very political life, and 
belonging to the great church you do, I know that there would be 
some inspiration within you to look upon others with the same toler- 
ance, if the necessary elements were present, that your hope for future 
political success would lead you to accept and seek in your relationship 
to your own constituents. 

Mr. Bass. I appreciate the Senator's philosophy, and, of course, it 
is always welcome, because I am a novice in this political game. 

Senator Kerr. I will say to you that, after you have engaged in it a 
lifetime, you will still bea novice. 

Mr. Bass. You know, Iam trying to look 

Senator Kerr. Because of this basic fact. Your constituency will 
still be looking to the future. 

Mr. Bass. Yes, sir. I try to look at TVA and this business of its 
operation in a philosophical and statesman-like manner. 

Senator Kerr. They are not always necessarily coincidental. 

Mr. Bass. Leaving politics out of it. But Cordell Hull once said a 
man said, “I certainly am very happy that you are a statesman instead 
of a politician.” He said: “My friend, I appreciate your statement, 
but,” he said, “one must be a good enough politician in order to main- 
tain himself in a position to exercise his statesmanship.” 

So I hope that I have enough of that politics in me. But I wouldn’t 
want to let politics influence this decision here at all, because the TVA 
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is not a political institution. It is a great institution. It is one that 
is close to the hearts of the people of the area. It is one that has 
brought about a sociological and economical development, Senator, 
that is so dear to our people that we can’t let politics, or we can’t let any 
conflicting philosophy or personality, become involved in it that 
might deter its operation or to hamstring it in any degree, because 
it is not only important to the people of the area, but it is important to 
the Nation, the entire Nation, for various reasons that I could go on 
and give you. 

For that reason we must base our opinion in this case on the basic 
philosophy and the belief of the man involved. And I am firmly con- 
vinced that it would be impossible for a man to change his philosophy 
immediately enough to give him the complete and unbiased opinion 
which would be necessary in carrying out the intent of this act which 
is so important to our peor. 

Senator Kucuenr. And yet, Congressman, in our zeal to be fair, 
vou do not embellish this rec ord with any specific indications on which 
you would base the charge in this instance of the nominee’s incom- 
petency to make an unprejudiced decision as a member of the Board 
of Directors. 

Mr. Bass. If the Senator will remember what I said, if I had known 
that I was going to come before this committee this morning—I came 
here merely to listen—if I had known that I was going to m: ake a state- 
ment, I could have brought with me some of the things that have in- 
fluenced my decision in this case. 

However, I am sure of this one fact, that there was a little matter 
of the Dixon- Yates. 

Senator Kucner. But this man has no connection with Dixon- Yates. 

Mr. Bass. This man was helping to rock the cradle. 

Senator Kerr. No; he wasn’t there. He wasn’t in the Budget when 
that happened. 

In fairness, now, in fairness—and I find this about you boys from 
Tennessee: You are vigorous, a when you are confronted with the al- 
ternative of either being fair or not fair, my observation is that just 
nearly always you just come righd square out on that line and you 
are fair. 

Mr. Bass. Certainly. If he was not in the Budget at that time I 
would not want the record to say that I said that. I had not said it 
yet. But I would say that he was in the cradle. He was helping 
rock the cradle where the Dixon-Yates deal was brought to bear. 

Senator Kerr. Off the record. 

( Discussion off the record. ) 

Senator Kerr. I don’t get the point of your statement that he rocked 
the cradle, though he wasn’t there. 

Mr. Bass. All right, Senator, maybe I said that he rocked the cradle, 
but I know this: I know that the gentleman works for the Budget 
Bureau, or did, and I know that all of this thing was hatched down 
there in the Budget Bureau. If Mr. Jones has the philosophy and the 
endorsement of those people down there with reference to public 
power, and if he is recommended by the man who is Director of the 

sudget at the time the Dixon-Yates deal was brought about—am I 
correct ¢ 

Senator Kerr. There is no evidence that he is. 
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Mr. Bass. I thought the record said a minute ago that Mr. Brundage 
was the man who recommended Mr. Jones. 

Senator Kerr. Mr. Brundage was not there at the time. 

Mr. Bass. He was not ? 

Senator Kerr. No. 

Mr. Bass. I beg your pardon. He was in the Bureau of the Budget 
at the time the Dixon- Yates deal was still being negotiated. 

Senator Kerr. Was he the Director of the Budget ? ‘ I thought it 
wasa fellow named Hughes. ; 

Mr. Bass. Mr. Brundage was there before the Dixon-Yates deal 
was canceled. If I am incorrect there, I would like to be corrected. 

Senator Kerr. Let’s get that. The witness can tell us. Mr. Jones, 
who was Director of the Budget— 

Mr. Arnovp R. Jones. Senator, I don’t know the dates of the Dixon- 
Yates situation. Mr. Brundage became Director approximately a 
month before I came, which was the 23d of April 1956. 

Senator Kerr. How long had he been in the Budget ? 

Mr. Arnotp R. Jones. My understanding was that he had been 
there approximately 2 years before. 

Senator Kerr. Sothat he came there in 

Mr. Arnotp R. Jones. Sometime in 1954, I believe. I am not 
familiar with the date he came. 

Senator Kerr. I will ask the great Senator from Alabama when 
the Dixon- Yates contract was signed. , 

Senator Hiri. As I recall it, Mr. Chairman, it was in 1954 when 
that contract was signed. 

Mr. Bass. May 1954. 

Senator Hint. I am not sure of the exact date, but it was around 
1954. 

Senator Kerr. It was the result of negotiations that had been going 
on through 1953 ? 

Senator Hitz. I would have to say that the associations had started. 
I believe Mr. Wenzel was brought into the Bureau, and I am not sure 
about this, sometime in the fall of 1953, and he came in 

Senator Kerr. He came intocarry that program out 4 

Senator Hirz. He came in to carry out that program. 

Senator Kerr. On the basis of studies that had already been made. 

Senator Hitt. I wouldn’t say on the basis of studies that had al- 
ready been made. He made the plan himself. He came in and went 
to the Bureau to work out the plan. 

Senator Kerr. If he came in in late 1953—— 

Mr. Bass. Incognito. 

Senator Hitn. Yes. 

Senator Kerr. If he came in in late 1953 to work out the implemen- 
tation of the plan, it had to be a plan that had been thought of and to 
some degree agreed on be fore he came in. 

Senator Hix. He came in, as I remember, in the late fall of 1953, 
and I would have to re fresh my recollection on this date, but it was 
in 1954, about the time Mr. Brundage came in, I think the record will 
show that they were spewing down “there about the contract. 

Senator Kerr. I think the decision to do it had been made prior 
to that time. 

Mr. Bass. Unless I am badly mistaken, I came to the Congress in 
1955 and I think since I have been a Member of the Congress, and 
since Mr. Brundage has been, I believe Director of the Budget, and 
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I also believe since Mr. Jones has been employed in the Budget Bureau 
as Deputy Director or in some other ‘apacity, that the Dixon-Yates 
contract was still in existence, and that the budget recommended by 
the President carried money in it to carry out the Dixon-Yates con- 
tract. Mr. Jones, if I am wrong there I would like to be corrected. 

Mr. Arnotp R. Jones. I do not believe that is correct. 

Mr. Bass. The Dixon-Yates contract was never active since you 
were in the Bureau of the Budget ? 

Mr. Arno R. Jones. No. air. 

Mr. Bass. It was cancelled before you became a member of the 
Budget Bureau ? 

Mr. Arnotp R. Jones. Yes, sir. Iam not familiar with the Dixon- 
Yates contract, but I came in on the 23d of April 1956. There have 
been no transactions concerning it since that time. 

Mr. Bass. Perhaps Mr. Jones was not there, but I am almost sure 
Mr. Brundage was there. 

Senator Kucne.. Even assuming that Mr. Brundage was there, and 
even assuming that Mr. Brundage might have recommended Mr. Jones 
for this nomination, would you use that, Congressman, as an argument 
against the confirmation of his nomination / 

Mr. Bass. Not necessarily as an argument, but probably when so 
many attacks have been made on the TVA, when its position has been 
so precarious with reference to the present administration in Wash- 
ington, we have to be so careful that probably this thing would cause 
an impression in my mind, because, for instance, what do people talk 
about if they are close and associated with each other? They talk 
about their philosophies, they talk about their beliefs, and things that 
are important to people. 

Senator Kerr. It would depend entirely on who the people were. 
I want to tell you that I am married to a very wonderful woman, and 
we were closely associated for quite. a long time before we got married, 
and I can’t remember that we spent 5 minutes talking about philosophy. 

Mr. Bass. Senator, you and I have one thing in common. We both 
are married, and I don’t remember talking too much about philosophy 
with my wife before we married. 

Senator Kerr. If you can remember it, I just wish you would give 
us the details of one conversation you had with her about philosophy. 

Mr. Bass. She thought I was such a smart man, she asked me about 
a lot of things, before we were married. Since that time she has 
learned to form her own opinion without a great deal of influence 
from me. 

Senator Kerr. I just felt that you had made a statement that prob- 
ably was a little broader than you really meant when you said that vou 
could depend on it when people are closely associated they are going 
to talk about philosophy. 

( Discussion off the record.) 

Senator Kerr. I spent a lot of time convincing her that she was the 
greatest woman in the world and while she was in that kind of mood, 
she agreed to get married. Did you use a different approach ? 

Senator Gore. I made no such statements as you and the Congress- 
man from Tennessee. 

Senator Kerr. But you asked me a question and I thought I would 
answer it and ask you one. That ts senatorial courtesy. 
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Senator Gore. I must admit that I talked of those things that 1 
thought would be most pleasing to her. 

Senator Kerr. Pardon me, Congressman. You were just observing 
on what people talked about when they were associated closely, when 
I interrupted you. 

Mr. Bass. I was saying, I would think that two people who are 
closely associated, particularly in business—we will leave matrimony 
out of it—that they would talk about their beliefs in various subjects, 
particularly as it dealt with the Government and as it dealt with the 
budget and the recommendations of the Executive of the Government, 
and I think that they should know about each other’s philosophy. 
Therefore, I think that probably if Mr. Brundage recommended Mr. 
Jones, Mr. Brundage knew what Mr. Jones’ philosophy was on public 
power, and on the TVA, and all of the agencies that it might 
represent. 

I do not say that Mr. Jones’ philosophy is absolutely opposed to 
TVA, because, as I said, I have never talked to the man. I hope to 
have the opportunity sometime to sit down and talk to him, particu- 
larly if he is confirmed. 

Senator Kerr. Have you sought that opportunity ’ 

Mr. Bass. No, I have not sought it. As I said, I have only had 
one communication with him. 

Senator Kerr. You see, we have had the opportunity thrust, upon 
us. 

Mr. Bass. You see, I did not impose myself upon him because Mr. 
Jones made a statement to the press that I read—I guess it was 
authoritative—that he did not choose to discuss this with anyone 
until he appeared before the committee; that he wanted to discuss 
it with the committee first. And I will say this, Mr. Jones didn’t 
seek me out, and neither did the President on this appointment. So 
as a country boy from Tennessee, I figured this wasn’t much of my 
business. Maybe they didn’t want me to know anything about it. 

Senator Kucuen. But you see, some statements have been made in 
the committee objecting to the fact that the President of the United 
States did not sit down and discuss with the nominee his philosophy. 
Indeed, the President of the United States sent the nomination of 
Mr. Jones to this committee without talking to him. I think that 
would demonstrate that, at least in that instance, no discussion of 
philosophies took place. 

And by the way 

Mr. Bass. I would say on the part of the President, Senator, if you 
will pardon me, that that is a complete lack of interest in the TVA. 
It shows that he is not interested in getting a man that is for the TVA. 

Senator Kucner. No. That is your opinion. 

Mr. Bass. I say that is my opinion. 

Senator Kucuev. I would disagree. 

In any event, I do want the record to show that the Congressional 
Directory for 1954 lists Joseph Dodge as Director, and “Rowland 
Hughes as Deputy Director of the Budget Bureau. And for 1955, 
the ‘Congressional Director lists Rowland Hughes as Director of the 
Budget, ‘and Percival Brundage as Deputy Director. 

Your second test was the question of whether or not a member of 
the board of directors could 

Mr. Bass. Here is my second one. 
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Senator Kucuen. Go ahead. 

Mr. Bass. In other words, the director of the TVA should give an 
affirmative answer to this question: Should the TVA be the sole pro- 
ducer and supplier of power for the TVA area? 

Senator Kucuet. In asking that question do you depend upon part 
of his statutory responsibilities as outlined in the Tennessee Valley 
Authority legislation ? 

Mr. Bass. W ell, yes. I think that the act itself points that out, 
that that would be a part of the responsibility of the TVA. 

Senator Kucuei. Mr. Chairman, do you know if that is so? 

Senator Kerr. I would yield to the Senator from Alabama who 
helped write the act, as to what the act provides in that regard. 

Senator Hitt. Undoubtedly the whole spirit and intent of the Act 
is that the power should be generated and provided within the 
Tennessee Valley. 

Of course, I would say this, that this being a great public utility, 
it does what all utilities do at times; they have tr ial some power 
with some private company; that some company had some TVA 
power, and 1f they had a shortage they picked up some power there. 

Mr. Bass. Based on some tempor ary necessity. 

Senator Kerr. Or a continuing convenience 

Senator Hii. I don’t find a continuing convenience in this situation 
at all, Mr. Chairman. I would say the whole intent and spirit of this 
act, as drafted, is that the power should be generated within the 
Tennessee Valley. There is no question about that. 

Senator Kerr. Whether a man agreed to that theory or not, the 
situation is the fact, it is the only source of power w ithin the area, and 
those of us here who not only believe in keeping it but in seeing it work, 
are convinced that it must be permitted to grow so as to meet ‘the needs 
of that area as it grows and wants to grow. 

Mr. Bass. The Senator has made the statement right there that 
the director should make before he is confirmed. 

Senator Kerr. I say to you that the witness has made that statement 
to the committee. 

Mr. Bass. That he believes the TV A should be the sole producer and 
supplier of power for the TVA area? 

Senator Kerr. He made the statement that it should be permitted 
to grow to meet all of the needs for the present and the immediate 
future of the area. 

Mr. Bass. In that case, then, it is just a different way of wording 
what I have said. If Mr. Jones can carry out these two things that I 
have stated, then I would see no reason why the man should not be con- 
firmed. If he sincerely believes in the philosophy of the TVA, if it 
goes along with his philosophy built up over a period of years, the 
spirit of the act, and if he says that the TVA should be the sole pro- 
ducer of the power, and that the facilities should be provided for the 
production of this power, according to the original act of the TVA, 
then of course, if Mr. Jones says that, then he would make a great 
director, if he would carry out those philosophies, or any other man. 

Senator Kerr. I don’t find much to disagree with your statement. 
I think, in principle, it is the same. 

I say this to you quite frankly: If I were in the Tennessee Valley 

Authority, I would a lot rather know what a man is going to do than 
what he has done. That is number one. And if he believes that as of 
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this time it is a reality that under the law the Tennessee Valley 
Authority is the sole power-generating agency in the area, and that 
it should be permited and that provision should be made to enable it 
to grow to meet the demands and needs of the area to sustain their 
present economy and to expand to the extent of their capability, that 
that would, so far as I am concerned, meet my feelings with reference 
to the other testimony you have laid down. 

Mr. Bass. I would have to— 

Senator Kerr. Because I would regard it as a leadpipe, mortal cer- 
tainty that if they were permitted to do that and enabled to do that, 
that that of itself would answer whether or not it would make it phys- 
ically impossible for them, and they can’t come in there anyhow unless 
Congress changes the structure, or unless it is oper: aha so as to starve 
itsown area. 

Mr. Bass. I beg your pardon, Senator. The whole situation is that 
it has been operated like that by the failure of the Congress to provide 
adequate funds in the past 4 years. 

Senator Kerr. We have passed an act in the Senate to give them 
$750 million in the next 5 years, and this witness has endorsed that 
bill as we have passed it. 

Mr. Bass. I am for giving them that $750 million, but I would like 
to say this, and for the record to show, that I don’t believe in building 
a fence around TVA. I don’t believe in building a fence around it 
because you destroy then one of the great elements of it, and that ? 
to be used as a yardstick for power rates and costs throughout Americ: 

Senator Kucner. But you would agree, would you not, that Pie 
question of whether a fence should be built or not ought to apply with 
equal treatment on every other project in the country, to wit, Congress 
should sit in iudgment on what should be done there ? 

Mr. Bass. Yes, they should sit in judgment but they should not sit 
in prejudgment because there was the Dixon-Yates contract which the 
Congress had absolutely nothing to do with, it was not conceived in 
the Congress and the Congress had no power or time to act on if. 
It was an executive situation and this thing came along, and although 
the TVA Act was written in the Congress and conceived in the Con- 
gress and Congress should have the power to appropriate the funds 
for the TVA, and to pass legislation for the continuation and develop- 
ment of it, did the Congress have anything to do with that? And yet 
it was taking away from the TVA its right to be the sole producer 
and sunnlier of power for the area. 

Senator Kvucuer. You approved the bill introduced by Senator 
Kerr. which passed the Senate, on the Tennessee Valley Authority 
area / 

Mr. Bass. I approved the right to sell $750 million worth of tae 
T would not want to say that I approved all phases of the bill : 
passed by the Senate, because of the restrictions placed on it. 

Senator Kerr. I want to say in that regard, you boys in the House 
are going to have a full congressional session to do to it as you will. 

Mr. Bass. Senator, I am not condemning your bill. I want you to 
know that. 

Senator Kerr. I understand. I am not in the posture of saying 
now that it is the best that can be done. I say that I would be glad 
to have you improve it and let us take a look at it. 

Mr. Bass. The Senator is a great man and friend of ours and we 
appreciate the leadership you have given in bringing this bill out. It 
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is a great thing and we appreciate it in this area. I would say that 
I would not want restrictions to be placed, would not want a fence 
built around the TVA area. As far as the House is concerned, we 
are going to have a lot rougher time over there perhaps than you 
did in the Senate. 

Senator Kerr. Are there any other questions of this witness? If 
not, thank you very much, Congressman. 

Mr. Stanton E. Smith, Tennessee State Labor Council. 

Before you make your statement, I would like to put in the record, 
at the request of some men who couldn’t be here, two telegrams with 
respect to this matter. 

(The telegrams referred to are as follows: ) 

NEw York, N. Y., August 26, 1957. 
Senator Rospert S. Kerr, 
Chairman, Subcommittee, Senate Committee, Public Works, 
Senate Office Building, Washington, D. C.: 

Have read with deep concern press reports that in testimony before your 
committee Arnold Jones, nominated for 9-year term TVA Board, admits to 
your committee that he is disinterested in and not enthusiastic for TVA. The 
law governing TVA and defining qualifications of TVA directors explicitly 
prescribes that TVA Board members must swear on oath that they believe 
in the wisdom and feasibility of the TVA Act. (See vol. 48, Statutes at Large, 
p. 59.) 

The testimony of Nominee Jones, if correctly reported clearly, shows that he 
cannot in good conscience stand and be sworn as a member of TVA in accord 
with the law. Under these circumstances and with some knowledge of the 
heavy responsibilities a TVA Director must bear having charge of a $2 billion 
Federal investment pledged to national defense and other explicit objectives, I 
earnestly and respectfully urge that you and the committee decline to recommend 























this nominee for confirmation by the Senate. 
. Gorpon R. CLApp. 
OKLAHOMA CITY, OKLA., 
August 26, 1957. 
» Senator Rosert 8S. Kerr, 
} Senate Office Building, Washington, D.C.: 
. Our State Association of Rural Electric Cooperatives earnestly urges you to vote 
) oppose confirmation of Arnold Jones to Tennessee Valley Authority Board of 
Directors. 
i Roscoe KEIFFER, 
S President, Oklahoma State Wide Electric Cooperatives. 
t STATEMENT OF STANTON E. SMITH, TENNESSEE STATE LABOR 
r COUNCIL 
r Mr. Smiru. Mr. Chairman and members of the committee, my name 
v is Stanton E. Smith. I am president of the Tennessee State Labor 
Council, the State branch of the AFL-CIO. 
. At the outset let me express my appreciation, and that of my 
s associates, for the fine TVA self-financing bill which this committee 
formulated and which has been adopted by the Senate. Should this 
e bill become law it will go a long way toward solving the problem of 
l. continued growth of TVA which is required to meet the expanding 
0 demands for power in the Tennessee Valley. 
Labor’s concern with the matter before this committee at this t'me 
£ the question of confirmation of the President’s nomination of Mr. 
d Arnold R. Jones for membership on the Board of Directors of TV A— 


lies primarily around two questions: 
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First, will the new TVA Board continue the fine labor-relations 
policy which has been developed over the years through the cooperative 
effort of TV A and the unions? 

In many respects TVA’s labor policy has been outstanding and 
exemplary. It has met the overwhelming approval of labor in the 
valley and has established what could well be the pattern for other 
Government operations. The splendid relationship between labor and 
TVA has drawn favorable comment from committees of Congress 
and has attracted attention everywhere that TVA is known. 

We are concerned lest this outstanding example of collective bar- 
gaining under Government operation of a ‘public utility be disturbed by 
a Board whose members either do not understand it or hold a narrower 
concept of such relationships. 

The second question is this: Will TVA continue to be a full, well- 
rounded program of integrated, regional resource development ? 

We know, of course, that C ongress sets the general terms and defines 
the general scope of the program which this | agency carries out. On 
the other hand, we know also that the administrative decisions of the 
governing Board shape the course and the ends which are actually 
achieved. 

It is precisely because Congress gave to TVA a flexibility ap- 

roximating that possessed by private corporations that TVA has 
Ries able to achieve so much. By the same token the caliber of the 
men who comprise its governing Board have very real control of TV A’s 
destiny. 

After listening to the testimony of Mr. Jones before this committee 
on August 21 and 22, I must confess that I feel deeply disturbed by 
his testimony. 

The first point which disturbs me, and leads to doubt as to Mr. 
Jones’ capacity to fill the position for which he has been nominated, 
is the narrow concept of the duties of a TVA Board member, which 
Mr. Jones expressed in the course of his testimony. 

It is not enough to carry out the letter of the law. Everyone knows 
that it is the spirit with w hich a law is administered which really gives 
it meaning. Policy decisions within the framework of the law are 
the substance whch makes an agency outstanding or mediocre. 

Nor should a Board member be concerned with carrying out the 
wishes of the President respecting TVA. This is, in fact, contrary to 
the concept of an independent agency of the Federal Government, as 
I understand it. 

The second point which disturbs me is the lack of enthusiasm for 
TVA which Mr. Jones openly expressed. TVA did not achieve pre- 
eminence as the world’s outstanding example of the integrated develop- 
ment of a river valley through the acts and decisions of unenthusiastic 
men. 

Perhaps we in the valley are naive to hope for men of the stature of 
Lilienthal, Clapp, and the late Raymond Paty, to mention only a few 
of the outstanding Americans who have served on the TVA director- 
ship. But it is men of this kind who made it great. Of course, it 
may be that Mr. Jones would become imbued with the TVA spirit if 
he should come to the valley. But we would feel more at ease if he 
gave more evidence of it beforehand. 

Tn conclusion let me emphatically declare that it is not only the five 
million people in the TVA area who will suffer if TVA becomes a 
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ghost—it will be the people of the whole Nation. For TVA is impor- 
tant to the Nation in many ways. 

_ 1. TVA has served as an example of what can be done through the 

integrated development of a river basin. Some day the people will 
see that they have the power in their hands to do likewise in many other 
places. In the process the standard of living will be raised. If this 
demonstration can be destroyed and hidden from view, then indeed 

will the people be the losers. 

2. TVA has demonstrated to the Nation how electric power can be 
produced at low cost. This has resulted in an effective check on rates 
charged by privately owned power companies everywhere. Let this 
yardstick be destroyed and again the people will be the losers. 

3. This committee does not need to be reminded of the tremendous 
contribution TVA has made to national defense. Today more than 
half of the electric power generated by TVA is used by defense plants, 
including the great atomic energy plants at Oak Ridge. Destroy the 
efficiency of TVA and the Nation’s defenses will be weakened. 

In some way the President of the United States must be made to 
understand the true importance of TVA, that it requires and is en- 
titled to the best brains available in the field of governmental policy. 
It is our hope that this committee, by pursuing this matter to the full- 
est, may help in this necessary task. 

Thank you, gentlemen. 

Senator Kerr. Thank you, Mr. Smith. 

Senator Gore, do you have any questions / 

Senator Gore. Yes, Mr. Chairman, I have a series of questions on 
labor policy. I don’t think I can finish, incidentally, before luncheon, 
about 8 minutes from now. What is your suggestion ? 

Senator Kerr. I would be glad to get all we could. 

Senator Gorr. Mr. Smith, first I want to compliment you for your 
thoughtful statement, a responsible statement, a statement of high 
caliber. 

TVA has been the repository of some very ablemen. From the TVA 
Board of Directors a Chairman of the atomic energy program was 
selected; from the TVA personnel, many private industries as well 
as other public agencies have obtained fine, competent, well-trained 
people. The administrative responsibility of the TVA is vested in 
Board of Directors, is it not ? 

Mr. Smirnu. That is my understanding. 

Senator Gore. In expressing the view that the TVA Board should 
be composed of men of high caliber, is it your view that men should 
be selected and appointed by reason of their experience and training, 
by reason of their philosophy, or by happenstance ? 

“Mr. Suirn. No, I think that those elements which you have cited are 
of primary importance in the selection of a member of the TVA Board. 
May I comment that one of the remarkable things about TV A through 
the years has been its ability to attract men of extremely high caliber 
to the ranks of its organization in spite of the low level of compensation 
that generally prevails, including the Board of Directors and down 
through the top managerial ranks of TVA. 

There has been something about TVA which has attracted men of 
high caliber and ability to it. They have been serving TVA at com- 
pensation levels way below what they could earn in private industry. 
T think that it is the fact that TVA excites the imagination, the 
idealism of people, that makes that possible. 
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Senator Kerr. At this point, Senator, it is apparent that we are 
not going to be able to conclude the questioning of this witness before 
noon. If it is agreeable with the Senator from Tennessee, we will 
recess until 2: 45 this afternoon. 

(Whereupon, at 12:29 p. m., the committee was recessed, to re- 
convene at 2: 45 p. m., this day.) 


AFTERNOON SESSION 


Senator Kerr. Is Mr. Smith here ? 

Mr. Smiru. Yes, sir. 

Senator Gore. Mr. Smith, you referred to the successful labor policy 
of the TVA before adjournment for lunch. Will you inform the com- 
mittee in some more detail the fundamental foundations of that policy 
and why you think it is good ? 

Mr. Sairu. I have not personally been involved in the actual ad- 
ministration of that policy from labor’s side, but I have been a close 
observer of it, of course, because I have been active in the labor move- 
ment in Tennessee during all of these years. As a matter of fact, I 
had the privilege of helping to administer the first written test which 
TVA gave when they were first starting out to hire people for the 
construction program. 

I think probably the first step that was taken by TVA which led 
to the development of this excellent relationship was their decision 
to build the dams and the other major facilities, the construction 
projects, on what is known as the force account, where TVA is the 
actual employer of the labor, buys the material, supervises the con- 
struction. That made TVA the employer of these construction work- 
ers as distinguished from the practice which is very usual in Federal 
and State operations of letting contracts by bid and giving it to the 
lowest bidder. 

I think the wisdom of that policy has been well borne out by the 
experience over the years, not only in terms of the efficiency with which 
TVA has built the physical facilities of the Authority, but also by the 
fact that it helped to establish this very fine labor-relations program. 

The bargaining which has been carried on between the unions and 
TVA is genuine collective bargaining; it has no elements of fra- 
ternalism in it, and that is one of the essential factors which has made 
it successful. It grew out of trial and error in the early years of 
TVA and along about 1940 there was actually executed the first formal 
agreement between the unions and TVA. 

Now, the unions for their part bargained through what is known 
as the Tennessee Valley Trades and Labor Council. That is an organi- 
zation composed of, I don’t know the exact number, but a considerable 
number of local unions in the construction unions actually involving 
something like 14 international unions, but these local unions com- 
prise the Tennessee Valley Trades and Labor Council. It is their 
members who are employed by TVA largely for the construction pro- 
gram and they engage annus ally in a wage conference; each of the two 
parties prior to that conference conducts extensive surveys to deter- 
mine the prevailing and going rates in the area. Those surveys are 
conducted independently, one by TVA, the other by the unions them- 
selves. And over the years I must say that the unions have learned 
a great deal in that process and they have become quite skillful in 
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the handling of figures of that kind. They haven’t gone outside to 
employ statisticians and economists, but the union representatives 
themselves have learned to do this particular job. 

When they meet, usually in January of each year, the results of 
these two independent surveys are laid on the table and they bargain out 
the differences and work out a new agreement with respect to wages 
and the other monetary issues that are involved as well as the general 
working conditions. 

In addition to that there is another program which has won quite 
wide notice and has been commented on by committees of Congress, 
and that is the cooperative committee program which is supported by 
the unions, but which is not a direct part of the collective bargaining 
process, but it is encouraged by the unions and their members partici- 
pate in it, under which TVA encourages the employees to develop 
ideas, to develop suggestions, and to help work out some of the 
problems that are mutual. 

In that process the employees of TVA have learned to understand 
something of the problems of management and conversely manage- 
ment has learned to understand some of the problems of employees, 
and its has been a very helpful aspect of this whole labor relations 
policy. 

TVA from the beginning accepted collective bargaining and en- 
couraged collective bargaining as a good way of doing business with its 
employees. It took quite seriously the edict of the Congress in section 
7A of the National Industrial Recovery Act and later in the Wagner 
Labor Relations Act which established the legal basis for the right of 
organization and collective bargaining. So that it is the practice, 
it isthe rule rather than the exception, in TV A. 

Now, I have been speaking largely of the construction phase of 
TV A’s program. Of course in many respects the bulk of that program 
probably is behind us and it now is moving more into the realm of 
maintenance and operations. 

These same unions have also bargained with respect to the main- 
tenance employees of TVA, their craftsmen who are in that field; but 
the white collar workers, the office employees and the various technical 
employees also are organized and have their bargaining relationship 
with TVA. 

As a matter of fact, I think even the engineers at the lower 
echelons, it is not an affiliated union but it is an organization which 
does engage in collective bargaining on their behalf with the manage- 
ment of the Authority. 

In all of this the Personnel Division of TVA, of course, has played 
an extremely important role because it is there that the day-to-day 
problems are met and handled and TV A’s Personnel Division has been 
one of its excellent departments which has performed in an admirable 
way. As all of you know, there is no civil service on TVA, that is, 
it is not under the Federal ‘Civil Service, but there is a provision in the 
law which requires the selection and retention of employees on the basis 
of merit and prohibits any political consideration in the employment 
and discharge of employees. 

That all in all labor and TVA have developed a high degree of 
mutual respect and with that has come a high degree of responsibility 
on the part of the union. 
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Senator Gore. From time to time I have had c omplaints from private 
citizens, particularly private business organizations in the valley, to 
the effect that the TV 3 labor rates were too high. 

Mr. Smiru. Well, I am sure that there are always some who 
consider any labor 1 too high if it’s higher than what they are 
paying. The law requires, I don’t know the exact terminology, but 
it requires the payment of the prevailing wages in the area. TVA 
has operated, I think, largely on the concept that the valley itself 
is an area. On the other hand, there are those who would put a 
much narrower construction on that term and they would regard the 
city of Chattanooga, for example, as an area and 20 miles over the 
mountain, 25 miles over the mountain in Jasper, Tenn., they 
would want to call that another area. The second area is a very 
small community. Obviously there would be differences in terms of 
local industry in those two situations but TVA’s labor force, of 
course, is not tied to any particular single community but they go to 
the place where the dam is to be built to build that dam and they draw 
them from all over the valley and from outside the valley to the extent 
that the craftsmen may be needed. 

I don’t think there is enough justification for that. I think it is 
merely part of the apparently normal resistance of some employers, 
some unenlightened employers, who still want to hire cheap labor. 

Senator Gore. I am sure that these employers who have contacted 
me would not quite agree with your description of them as being 
unenlightened. 

Mr. Smiru. Well, I wouldn’t expect them to. 

Senator Gore. You mean they are unenlightened so far as the 
advantages and rectitude of a higher wage structure are concerned ? 

Mr. Smiru. In my view they are unenlightened because actually it 
is only as we can build up the purchasing power of the people that 
we are able to consume the products of our ‘industry. 

Senator Gore. You know, there is some natural resistance, how- 
ever, on the part of an employer to make a direct and personal contri- 
bution to that higher earning capacity unless he is reasonably able to 
do so without loss to himself. 

Mr. Smrru. Well, again, you come to the question of what consti- 
tutes loss to him. Sometimes a reduction of profits from one figure 
to a lower figure constitutes a loss, although the lower figure may 
actually represent a very substantial rate of profit. He has lost 
ground but maybe his first position was unjustified. 

Senator Kerr. Will the Senator yield? 

Senator Gore. Yes. 

Senator Kerr. What if his situation was one where he moved from 
the status of having a reasonable profit to a substantial loss? 

Mr. Suirn. Well, I don’t know of any eases of that kind. We 
don’t speculate either. 

Senator Kerr. I just asked you what would be your attitude then ? 

Mr. Surrn. Well, I do not think that you can determine TV A’s 
wage rates on the basis of the least productive employer. 

Senator Kerr. You are talking about somebody being unen- 
lightened. 

“Mr. Sarrn. T was t: alking about the protests coming from people 
who are unenlightened in my view as to the real benefits of high 
wages. 
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Senator Kerr. And then the illustration was used by you that it 
might be that they were reduced from a situation where they were 
making a rather large profit to just a medium profit and that maybe 
that was all the profit that they were entitled to make. 

Now, I asked you then what would be your explanation or observa- 
tion in the event it was from some unenlightened fellow that had moved 
from the posture of a reasonable profit to a substantial loss? 

Mr. Smiru. Well, of course that is a speculative question. 

Senator Kerr. Well, the other was, too, your premise was specula- 
tive. You will accord me the same privilege that you yourself used, 
won't you / 

Mr. Smiru. Certainly. 

Senator Kerr. Now, if you don’t care to make any observation on it 
it is all right, but since you had laid the premise for it I thought I 
would just inquire as to what your reaction would be in a situation of 
that kind. Would you think that if he had some criticism of a wage 
scale that moved his own business from the status of a reasonable 
profit to a substantial loss and he still thought it was a wage scale that 
was too high in his area, would you think that would be the result of 
his being unenlightened or what ? 

Mr. Smiru. Well, not necessarily unenlightened in that case, per- 
haps not, but I would say this, that as a general proposition it is ex- 
tremely doubtful that any business has a Tight to exist if it can only 
exist on the basis of substandard wages. 

Senator Gore. Well, that gets into another philosophical field about 
what constitutes the right to exist. The right to self-preservation is a 
rather primary right of human beings. 

Senator Kerr. It is probably more highly regarded and cherished 
by some than respected by others. 

Mr. Suirn. Iam sure that is true. 

Senator Gorr. Well, in the negotiations between labor and the TVA 
I wonder just how you go about ‘it: how does the labor committee and 
then, if you know, how does the TVA go about establishing what is 
regarded as a prevailing wage rate in the area? 

Mr. Sarr. Well, I don’t know 

Senator Gore. Now, if I may go just a little further. 

Mr. Surru. Certainly. 

Senator Gorr. It may very well be that if you take the whole region 
of the TVA as an area that the wages in the principal cities will over- 
balance the wages in the small communities. That may be the source 
of the complaints that I received. 

Mr. Smirn. It could be. 

Senator Gort. How do you go about that ? 

Mr. Smiru. Iam not familiar with all the technical details, but the 
general procedure is that TVA, through its staff, makes a survey of all 
of the communities in the region, all of the m: ijor employment centers 
of the region, the places from which they draw their labor force and 
they consult with employers, with employees, with associations, and 
others who have knowledge of the going rates. And we are speaking 
now primarily of the construction field, of course. At the same time 
that that is going on each of the unions who are in this council, the 
trades and labor council, also are conducting a survey of the going 
rates for their particular craft in the various classifications of that 
craft in the TVA area, and then they bring these two sets of data 
together and they thrash out the differences and work it out. 
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Senator Gore. In conducting this survey do you know if it has 
ever occurred that the survey of the committee representing labor has 
found justifie ation for lower ing the w age rates ¢ 

Mr. Smiru. You mean from what they already were ? 

Senator Gore. Yes. , 

Mr. Sarru. I don’t know of any instance. Whether there has been 
or not I couldn’t say. 

I would regard it as rather doubtful because of the past 20 
years we have been in an era of steadily rising prices and wages and 
that would be extreme ‘ly doubtful that there had been justification for 
a reduction. 

Senator Gore. Iam sorry to say that the cost of living has increased 
now for either the 11th or 12th consecutive month which is a 

rather unfortunate exemplification of what you have just said. 

In the bargaining process has TVA labor been provoked or has TVA 
labor resorted to strikes ? 

Mr. Smtrnu. There have been a few work stoppages but I would 
Say extremely few and I think that it is also safe to say that the 
so-called demands, in quotation marks, of the unions as they enter these 
negotiations have tended not to be exorbitant, not to be inflated, not 
to be set up as bargaining points from which they can recede to a 
lower level, but that they have actually gone in with much more realis- 
tic figures because they had confidence that TVA also was going ? 
come in with realistic figures and there was not going to be the at- 
tempt at horse trading in the sense to describe it, but rather an 
attempt to actually determine what the prevailing rates were in the 
region or are at that particular time. 

Senator Gore. I agree with you that the relationships between TVA 
and labor in the valley have been good. I think I can say that there is 
a very strong feeling in the valley that work stoppages in the opera- 
tion of a utility, the energy from which is used in hospitals, schools, the 
heating of homes, the production wheels of factories, and defense 
installations, is an event to be contemplated with the greatest of mis- 
giving. 

Mr. Smirn. I would agree with that statement. And, as a matter 
of fact, so far as I know there has never been any work stoppage in 
TVA which affected the flow of power. The few work stoppages that 
have occurred in the past have been on construction projects which did 
not actually involve any shutdown of power. 

Senator Gore. Do you know if there is a provision in the agreement 
between the TVA and the trades and labor council representing 
TVA workers, that there will not be a stoppage of actual utility op- 
eration, the flow of ee y? 

Mr. Suirn. I think that istrue. The law also prohibits work stop- 
pages by employees of TV A. 

Senator Gore. You mean the TVA law? 

Mr. Srrn. Yes, sir. 

Senator Gorr. Well now—— 

Mr. Smrrn. And the few work stoppages which have occurred, as I 
say, they have really been at a minimum, have been more in the nature 
of spontaneous actions which have occurred on the job in response to a 
particular situation. 
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Senator Gore. Well, I thought I was reasonably familiar with the 
TVA Act but this is one provision which has fortunately not been 
called to my attention by untoward events. Can you cite the particu- 
lar provision / 

Mr. Smirn. It may not be in the TVA Acct itself, but it is applicable 
to TVA, I think it is in the Taft-Hartley law which prohibits work 
stoppages on Government employment. 

Senator Gorr. Then, you are not sure that it is in the TVA Act 
itself ? 

Mr. Smiru. Not specifically, but I know that it applies to TVA 
employ ees 

Senator Gore. That is all, Mr. Chairman. 

Senator Kerr. Any questions, Senator ? 

Senator Kucuer. No. Has any comment been made on the nominee 
by the witness ? 

Senator Gore. I don’t believe so. 

Senator Kucuet. I have no questions. 

Senator Kerr. Mr. Floyd Jones, Gibson County Electric Member- 
ship C orp. 

Thank you very much, Mr. Smith. 

Mr. Smrrx. Thank you very much, Mr. Chairman and members of 
the committee. 

Senator Kerr. We are not having an epidemic of Joneses but we are 
having a multiplicity of them, and I presume that any relationship 
between the witnesses and the nominee are purely coincidental. 

Mr. Frioyp Jones. I would say that is a fair statement. Yes, sir. 

Senator Kerr. Allright. Proceed. 


STATEMENT OF FLOYD JONES, GIBSON COUNTY ELECTRIC 
MEMBERSHIP CORP., TRENTON, TENN. 


Mr. Fioyp Jones. It is evident, Mr. Chairman, that since I am the 
third Jones whose name has been mentioned today, some time back, 
some generations ago, the Jones family might have been very rolific. 

Senator Kerr. May their tribe increase, because most of them are 
Democratic supporters, mine in Oklahoma, anyway. 

Mr. Firoyp Jones. Thank you, sir. 

My name is Floyd Jones. I live in Trenton, Tenn. I am the 
manager of the Gibson C ounty Electric Membership Corp., a collective 
cooperative buying electric power —— the Tennessee Valley Author- 
ity for service to 21,000 members. I also represent the other 22 electric 
cooperatives of the State of Tennessee who altogether serve some 
260,000 members and therefore represent about a million people living 
in the State of Tennessee. 

I want to express to you and your committee, Mr. Chairman, my ap- 
preciation for appearing and at this time I also want to express my 
appreciation for appearing during the hearings on the self-financing 
bill and for your action on that bill. 

We in the State of Tennessee among the rural people are very deeply 
concerned that the man who is appointed and confirmed on the TVA 
Board believe in the wisdom and the feasibility of the TVA Act. 
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Now, I say that—it has been said a number of times—but I say it 
because not only do we speak of the letter of the act but of the spirit 
of the act. The entire concept of the TVA is a matter of spirit, not of 
material things. 

Senator Kerr. Would the witness yield just a moment ? 

Mr. Fioyp Jones. Yes, Mr. Chairman. 

Senator Kerr. Off the record. 

(Discussion off the record.) 

Senator Kerr. On the record. 

Mr. Fioyp Jones. | appreciate that, Mr. Chairman, I am happy for 
the fact that the spirit has 3 or 4 definitions. 

I might carry that further and paraphrase the story of creation and 
say that just as the breath of life was breathed into Adam and he 
became a living soul, just so has the Tennessee Valley Authority 
breathed a new breath of life into the spirits of the farm people in 
Tennessee, and that is not only Tennessee, but it is the farm people of 
the entire Tennessee Valley. 

That new life has now flowered and grown these past 24 years, but, 
yentlemen, there is much growth to be achieved yet, we are not grown 
y any means and we do not want to stop growing now. Therefore, 

we want the man who is appointed and confirmed on this Board to 
believe in the possibilities of that growth and to be a part of that 
growth. We must keep in mind, Mr. Chairman, and gentlemen, that 
there was no Marshall plan for the South after the Civil War. We 
in the South lay torn and bleeding for several decades, and after 
that we had much to achieve, we had further to go, if you please, 
than some other parts of the Nation. That is past, it is history, I 
know, we have no misgivings about it now. We are not blaming 
anybody. I don’t intend to fight over again just a series of mistakes 
on the part of a lot of people; ‘but we are trying to build on what our 
forefathers didn’t have to build on. Therefore, the reason I say we 
still have a long way to go. 

This new life has not only renewed the life of our farm people in 
the State of Tennessee and in the Tennessee Valley, but the fingers 
of that influence has reached out for two or three hundred miles 
around the periphery of the Tennessee Valley so that it affects the 
life of the entire South. 

This instrumentality of Government then is vital to us. The men 
who direct it, that we are discussing here today, should be enthusi- 
astic about this renewed life and be psychologically amenable to enter 
into the spirit of that new life. 

Now, Mr. Chairman and gentlemen, it is not up to me to say whether 
Mr. Arnold Jones has the training, the experience, but more important 
the viewpoints and the attitudes to fit him for this position or not. 
I am not prepared to say. If I were I don’t think I would say. I 
do not know. That is within the jurisdiction of your committee to 
determine the fitness of his training, his experience, his viewpoints, 
his attitudes, his philosophies. I do appreciate, however, for the 1 
million people for whom I speak, the opportunity of calling these 
things to your attention that regardless of the fact that the word 
spirit has more than one definition it is a matter of spirit, TVA 
concept not only the dams and the transmissions lines and the power 
stations, but there is a spiritual thing there that means a great deal 
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to us. I therefore ask your full and prayerful consideration of all 
of these questions. 

May I end by saying, since we discussed that word “spirit,” that to 
me all things of any moment of this life are matters of spirit and that 
the material things are here only to support those matters of spirit 
and we need some of those, too. We have achieved some in the 
Tennessee Valley, we hope to achieve more with your help. 

Thank you, Mi Chairman. 

Senator Kerr. Thank you, Mr. Jones, for a profound and impres- 
sive statement and the pronouncement of so ver y eloquent and appro- 
priate principles, phrases in wonderful language. 

Are there any questions? 

Senator Kucue.. Only to join with you in what you say. I think 
that was an excellent statement and I think it will certainly help this 
record. 

Mr. Fioyp Jones. Thank you. 

Senator Gore. I would like to say, Mr. Chairman, that. Mr. Jones 
stands as a personification of the interest of the people in the Tennessee 
Valley inthe TVA. He has devoted several years of his productive life 
to the development of electrical use and distribution in Tennessee. 

I would like to ask you, Mr. Jones, what the total net is of the co- 
operative which you represent and the total investment ? 

Mr. Fioyp Jones. Our total investment as of the end of June was 
$6,793 million, our net equity was 63 percent of that, which I believe 
is $3,700,000. 

Senator Gore. Sixty-three percent ? 

Mr. FLoyp Jones. Sixty-three percent. Yes. 

Senator Gore. Are you ahead of schedule on the amortization of your 
indebtedness ? 

Mr. Firoyp Jongs. Yes; some over one-half million dollars. 

Senator Gorn. How many individual members does your cooperative 
have? 

Mr. Froyp Jones. At the end of June, 26,016. 

Senator Gore. How many are commercial and how many are resi- 
dential ? 

Mr. Fioyp Jones. About 19,000 members are residential, about 1,850 
are commercial, about 150 are street lighting or industrial. Now, I 
may have missed that a few each way, but that is approximately cor- 

rect : 19,000 residential, 1,850 commer cial, and 150 industrial and street 
lighting. 

Senator Gore. How many counties does your area cover ? 

Mr. Jones. We operate almost all the rural area in 4 counties 
and parts of 3 more. 

Senator Gorn. What percentage of farm homes are electrified ? 

Mr. Fioyp Jones. I am glad you asked that. We say we are 110- 
percent electrified because in serving 21,000 members we have about 
2,000 nonused services representing homes that were once tenant 
homes in which there is no longer any one living; therefore, that 
service isn’t being used. We can count about 9 in our area, I think it is 
about 9 farm homes that do not have electric service. 

Senator Gorr. Only nine? 

Mr. Fioyp Jones. Yes. 

Senator Gore. Do they want the service ? 
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Mr. Fioyp Jones. Usually not; no. 

Senator Gorr. This has been made possible, has it not, by having 

a supply of electricity at a reasonable cost ¢ 

Mr. Fioyp Jones. That is true. 

Senator Gore. Are you the sole supplier of electricity in your 
service area / 

Mr. Fioyp Jones. Well, we and other TVA power distributors. 
There are a number of municipal distributors on our periphery and 
serving larger towns within the area that we serve, Union City, 
Humboldt, 

Senator Gore. Is TVA the sole supplier of electricity to you and 
to the municipal distributors / 

Mr. Fioyp Jones. Yes, that is true. 

Senator Gore. If TVA became unable to meet the demands of the 
area, to what source could you look? 

Mr. Fioyp Jonxs. There is no other source to which we can turn 
at the moment. 

Senator Gore. Your cooperative, from the financial statement you 
have given, would not be large enough to build a steam-generated 
plant of its own? 

Mr, Fioyp Jongs. No; it would be very difficult, if not impossible. 

Senator Gorr, Do you know to what extent the situation you have 
described with respect to the cooperative which you represent is 
similar to that of other cooperatives in the area or in the valley 

Mr. Fioyp Jones. There is no cooperative in Tennessee in a finan- 
cial or operative position to build its own steam-generating plant and 
distribute electric service at even more than twice the cost that it 
distributes it now. It would be difficult to say, if even 3 or 4 could 
combine, it would certainly not be economical then. In other words, 
it would be a difficult thing to do. 

Senator Gorr. Do you know the total investment of the coopera- 
tives in the Tennessee Valley area who distribute oe ‘ity ? 

Senator Kerr. Farm cooperative, farm REA or do you mean all 
of them ? 

Mr. Fioyp Jones. I am sorry, Senator, I do not have those figures 
with me. It is well over $100 million. 

Senator Kerr. You are talking about rural cooper: ative! 

Mr. Fioyp Jones. The electric cooperative or, as you say, the rural 
cooperatives that are served solely by the TVA system, ‘the invest- 
ments in those systems is well over $100 million. 

Senator Gorr. What would be your attitude, Mr. Jones, toward the 
institution in your area in the Tennessee Valley of dual certification 
policy by which private power companies on the periphery of the 
TVA area and within the TVA area would be given permission to 
come in and pluck off your cities and your industrial and commer- 
cial consumers ? 

Mr. Froyp Jongs. Senator, that would be disastrous to us. 

Senator Gore. You think it would impair your ability to repay your 
loans ¢ 

Mr. Froyp Jonges. Yes. Then we would be left with nothing but 
the strictly rural residential consumers. Now, it is questionable 
whether a cooperative serving pa rural residential consumers at our 

‘ates could survive. In fact, I just do not think they could. Now, if 
you tried to operate a system such as that, then you would have to 
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double the rates or some such, When you do that, you take away the 
benefits. The people would discontinue the use of electrical appli- 
ances that they are now using. Then, the electric service would not 
be of value to hame that it is now and we would further lose and that 
is one of the courtesies of Tennessee right now. 

You know, as well as I do, that we are losing rapidly the young 
people throughtout the State. That would accentuate the loss of those 
young people. We would have an economic loss; we would have a 
social loss and we would retrograde rapidly. 

Senator Gore. I was interested i in your statement, you said approxi- 
mately 10 percent of the tenant houses on farms are Now unoccupied ¢ 

Mr. Froyp Jones. Yes. You see, you take 21,000 homes and _bus- 
inesses being served. Actually, it is not quite 10 percent and if you 

take 2,000 unoce upied places, it would figure out nine-point-something, 
but we have about 2,000 idle services which means 2,000 nonused homes 
and business houses. 

Senator Kerr. Which were formerly used and which formerly 
were customers ? 

Mr. Fioyvp Jones. Which were formerly used. 

Senator Gore. Then you do not mean most of those or all of those 
are tenant homes ? 

Mr. Fioyp Jones. Some of them are small farms in which the owner 
once lived and the owner still owns it. He has abandoned it. He is 
working in Gary, Ind. 

Senator Gore. Is that partly because of the inability of the small 
farmer to compete under the present situation / 

Mr. Firoyp Jones. Exactly; it is. 

Senator Kerr. Or the big one either in many instances ? 

Mr. Fioyp Jones. Yes. 

Senator Gore. Now, do you suffer a loss on that outlet which is being 
unused or do you have a contract which requires the owner to continue 
to pay? What is the situation with respect to an unused outlet ? 

Mr. Fuoyp Jones. We do not have the owner continue to pay 
anything after he discontinues service on a residential connection 
because we have always felt that it would be unfair. We, of course, 
suffer a loss. We have an investment there on which we are paying 
interest, we are paying taxes, we are taking depreciation, but we get 
no revenue. It is, therefore, a loss. 

Senator Gore. What is the cost of an installation or an outlet ? 

Mr. Fioyp Jones. Those installations that are not being used, we 
have an average investment there of, let’s say, $100. In other words, 
that would be $200,000 investment that is not being used on our 
system. 

Senator Gorr. Well, that is a rather severe economic loss. Is the 
tendency for that to increase or to diminish ? 

Mr. Fr oyp Jones. It is increasing. 

Senator Kerr. The number? 

Mr. Fioyp Jones. The numbers are increasing. Now, we are 
having a certain number of homes abandoned on the farms. We are 
having a certain number of new homes built along the main highways 
and in the smaller urban areas. Up to the present time, those have 
offset each other. In fact, the new homes have slightly gained, but 
they are still being abandoned, so what we have, we lose investment 
that we had over there in the home that was being served and we 
have to build new properties to serve the new home, : so we have dual 
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investment to serve the one home. We are serving the new one over 
here and we are not serving the original one over here [demon- 
strating }. 

Senator Gore. Now, when you asked this committee to take the 
responsibility which it hepol making a decision upon the qualification 
of a nominee for the TVA Board of Directors, do you take into con- 
sideration the fact that there is only one Board member now ? 

Mr. _ LoyD Jonrs. I am fully cognizant of that fact, Senator, yes, 
but as I state, this is a vital thing “ us in the Tennessee V alley. 

Senator Gore. This is what ? 

Mr. Froyp Jones. This is a vital thing to us in the Tennessee Valley. 
I think it would be better to not have a Board member for months 
and, understand, I am ~ saying Mr. Jones is or is not the correct 
person. . I do not know, but I think it would be better to not have a 
full Board for months than it would be to have a Board that would 
cause us to lose what progress we have made in the last 3 or 4 years. 

Senator Gore. Do you think in making this statement that it 
reflects an uneasiness on the part of people in the cooperative which 
you serve / 

Mr. Fioyp Jonrs. Very definitely so; yes. 

Senator Gorr. What creates that uneasiness / 

Mr. Froyp Jones. Because we have seen during the past 4 years, 
less and less and now no oe it — being made for the construction 
of additional generating capacity by the present administration. 
Therefore, we want to be very careful that a person recommended by 
the present administration will be able to come into the valley and 
see. In other words, sit on the side of the table that we sit on and see 
the picture as we view it. 

Now, if the person that is appointed—he might not see the picture 
now—but if he has the ability to see the picture from our side of the 
table within 6 months after he is confirmed, then well and good. But, 
we want to be sure that the person has the ability to see the picture 
that we have in the Tennessee Valley from our side of the table and 
help us work out our problems. 

Senator Gore. When you say “help us work out our problems,” do 
you mean to imply by that there is a partnership between the TVA 
and the cooperatives in this utility system ¢ 

Mr. Fioyp Jones. Very definitely so; yes. 

Senator Gore. TVA is essentially the wholesale supplier ’ 

Mr. Froyp Jones. That is true. 

Senator Gore. And you are the retail distributor ¢ 

Mr. Froyp Jones. They generate and transmit. We distribute. 
The one cannot live without the other. 

Senator Gorr. Have you been advised by the TVA or by others 
that unless there is additional generating capacity the supply of elec- 
tricity may not be available to meet growing demands ? 

Mr. Fioyp Jones. Well, we discussed with them the possibility—— 

Senator Gore (interposing). With them—with whom? 

Mr. Fioyp Jones. Tennessee Valley Authority officials, the staff 
members. We discussed with them the possibility of increased power 
requirements and they say, “Well, we are building additional gener- 

ating capacity now from our own revenues,” as has been presented 
here today, “sufficient to carry us through 1960.” After that, we do 
not know. It isnot in view at the present time. 
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sut, we know it takes from 21% to 3 years, from the time the original 
concrete is poured on a power station, until power can be ready to 
flow from that station. Therefore, it is time that we were starting 
some additional power supply for 1961. So long as the condition ob- 
tains that we have now, we do not know what our situation will be in 
L961. 

Senator Gorn. That isa part of the uneasiness—— 

Senator Kerr. Off the record. 

(Discussion off the record. ) 

Senator Gore. That is a part of the uneasiness that you shared over 
the confirmation of a nominee with whom you say you are un- 
acquainted 4 

Mr. Fioyp Jonrs. Yes; very definitely so, because we have the TVA 
self-financing plan hill which was passed by the Senate, for which we 
very graciously thank this committee, and it has not passed the House. 
We hope it will pass next year. That involves new concepts and new 
methods. There must be new abilities on the part of the Board mem- 
bers to make that successful and, therefore, a part of the uneasiness. 

Senator Gore. I believe that is all, Mr. Chairman. 

Senator Kerr. Do you have any questions ? 

Senator Kucuer. No questions. 

Sentor Kerr. Thank you very much, Mr. Jones. 

Mr. Froyp Jones. Thank you, Mr. Chairman and gentlemen. 

Senator Gore. Mr. Chairman, that call [had to take was from Gover- 
nor Clement. He is at an official conference in Florida but requests an 
opportunity to testify before this committee, and asked the privilege 
of doing so. 

Senator Kerr. Did he give a date? 

Senator Gore. He said he could be here T hursday morning. 

Senator Kucuen. Well, I am going to tell you. I 2m in favor of 
hav ing all committee meetings as full as possible, as free as possible, 
but if there is a problem, which certainly I think there is, to take 
action on this nomination, with the hope that it might be disposed of in 
the Senate, I would very strongly urge the chairman to see whether the 
Governor might be able to : accommodate the committee to the extent of 
appearing here to morrow. We are going to close this session down 
on Saturday. 

Senator Kerr. Off the record. 

(Discussion off the record.) 

Senator Kerr. Then, we will meet again in the morning to hear the 
Congressman and report from the Senator on his Governor. 

(Whereupon, at 4 p. m., the committee was adjourned to reconvene 
at 10 a. m., Wednesday, August 28, 1957.) 












NOMINATION OF ARNOLD R. JONES 





WEDNESDAY, AUGUST 28, 1957 
Unirep Srates SENATE, 
CoMMITTEE ON Pusiic Works, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10: 08 a. m., in room 
412, Senate Office Building, Senator Kerr presiding. 

Present: Senators Kerr, Gore, Kuchel, and Cotton. 

Also present : Senators Hill and Kefauver. 

Senator Kerr. The committee will be in order. 

Congressman Elliott, we will hear from you at this time. 


STATEMENT OF HON. CARL ELLIOTT, UNITED STATES 
CONGRESSMAN, SEVENTH DISTRICT, ALABAMA 


Mr. Exvuiorr, Mr. Chairman, first I would like to say that I deeply 
appreciate the opportunity to appear before this committee on this 
short notice and during these closing days. 

I have the privilege. of representing an area of Alabama 3 counties 
of which draw a substantial portion of their electric power from the 
Tennessee Valley Authority system, and 1 county of which—Cullman 
County, Ala., a county of 50,000 people—obtains every kilowatt of 
power used in the county from the TVA system. 

I appear here, Mr. Chairman, because there is in the minds of the 
people who live in the TVA area that I represent a considerable doubt 
as to the friendliness of this appointee, Mr. Jones, to the TVA system. 

I like to think of that system as being in the nature of a chain-of- 
faith proposition. Of course, I had the opportunity to see that valley 
before the TVA ever came, and I know the desolation, for all practical 
pur poses that existed there. 

Then we had a great partnership between the Government on the 
one hand and the people on the other. The faith of the United 
States in the people, 4 or 5 million people who live in the Tennessee 
Valley on the one hand; the faith of those people in the Government 
of the United States on the other hand; and that faith must be radi- 
ated to the Directors, because, although the peor!s have nothing to do 
with the appointment of these Directors, the Diteckias are the only 
representatives that the people have in the ‘mmediate operation of 
this great Authority and all of its many fac ities for not only the dis- 
tribution of power but flood control and the many other benefits that 
have come with the TVA to the area. 

As I said, Mr. Chairman, I realize that I am in an area where the 
prerogative is that of this committee and the Senate, and I want to 
be temperate in my remarks. But I feel that my people, who are 
concerned in this partnership proposition, based upon what I have 
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been able to learn here in the hurly-burly of these closing days, have 
some justification for their feelings. 

The statute says that Mr. Arnold R. Jones, if appointed, shall 
profess his belief in the feasibility, the practicality, we might say— 

Senator Kerr. And the wisdom. 

Mr. Exxiorr. And the wisdom of the TVA Act. That is the 
requirement. I don’t feel—and I believe that most of the people that 
live in that area do not feel, and they say that without condemning 
Mr. Jones—they don’t feel that he has had that belief, Mr. Chair- 
man, that he has met or that he has shown himself to have met that 
requirement. 

Just before I came over here this morning, I looked at my 
dictionary and I find that it says that “to profess something” means 
to “declare or to admit openly or freely or, in the alternative, to avow, 
to confess, as to profess confidence in the President.” 

I will say to you, Mr. Chairman, in the spirit of some levity, that 
I feel that if Mr. Jones were professing his confidence in the President 
of the United States he would have done a little more professing 
than I have been able to see that he has done in connection with his 
belief in the feasibility and the wisdom of the TVA Act. 

Further, my dictionary says that “to profess” means to “confess one’s 
faith in, to practice, to observe, as people who now profess Christi- 
anity.” In other words, there has to be more than a belief. There 
has to be an active, a professed, belief. 

I want to say to you gentlemen of this committee that I trust that 
you will—and I know that you will—weigh carefully the evidence 
before you, as to whether or not this gentleman should hold this high 
appointment, so important in the lives of the people of the Tennessee 
Valley area; that you will determine whether or not he has met the 
test of the statute, and if he hasn’t met it he just hasn’t met it, and 
that is no reflection on him except as to whether or not, if the appoint- 
ment were carried through, he could do a good job. 

T looked in my thesaurus and found that ‘ “profess” means such things 
as “to swear by, to insist, to lay stress on, to raise one’s voice,” and 
that sort of thing. 

At this point I would like to quote from the New York Times of 
July 2, 1957, an editorial I just received from the Library of Con- 
gress, copied down from dictation, which I think is apropos of this 
point, and I quote: 

But it seems too bad, in the light of the facts as now known, a candidate 
positively interested in what TVA has done and is doing could not have been 
named. TVA has already repaid the Government more than $240 million of 
its investment in power facilities. It takes enthusiasm for this particular 
enterprise to produce such results and the many other achievements in TVA’s 
work in its farflung countryside. 

And then, Mr. Chairman, from the Washington Post of August 22, 
1957, we find this in the third paragraph of that article entitled 
“Policy on TVA Followed by Jones,” and I quote: 

Jones said he had sought the job from the White House and believed he had 
managerial experience to contribute to TVA. But he told the Senators he would 
be only misleading them if he attested enthusiasm for TVA at this stage when 
he is not yet on the job. 

Mr. Chairman, I submit to you that the plain requirement of the 
statute is some enthusiasm for TVA before the job is undertaken. I 
think it is the kind of job that requires that. 
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The only enthusiasm that [ have heard that this candidate for con- 
firmation has expressed—and 1 don’t have a note of that—was a state- 
ment in the U, S. News and World Report of July 12, 1957. Mr. 
Jones said “I’m sure we will like living in east Tennessee.” 

Senator Kerr. Did the Congressman read the record of yesterday’s 
testimony by the witness ¢ i , 

Mr. Exniorr. No, sir; I did not, Mr. Chairman. I haven’t had an 
opportunity to do so. 

Senator Kerr. He was asked about that and said that the report 
as published was not true. He was asked if he would enjoy living there, 
and he indicated that he certainly would, which I am sure that any 
resident of the valley would hope would be his answer to such a ques- 
tion. 

Mr. Exxiorr. I would like to ask the chairman, Does the record 
show a disavowal on the part of the candidate on this statement: 

But he told the Senators he would only be misleading them if he attested en- 
thusiasm for TVA. 

Senator Kerr. He made a statement of that nature. However, I 
did not interpret it as I believe you do. 

I thought that the witness made an answer, after a soul-searching 
inquiry of his mind, that was forthright and I thought reasonable. 
He tried to differentiate between the way a man would feel in con- 
templation of a situation that he had high hope of going into as dis- 
tinguished from how he would hope he would feel after he had gotten 
into it and gotten the feel of it and begun to live in the environment 
of it. 

TI will say to the Congressman that, so far as I am concerned, that 
statement by the witness was not one that I would feel should be the 
source of serious apprehension by the Congressman. But then I know 
the deep-seated interest that you and every other representative, both 
in the House of Representatives and in the Senate, have in this tre- 
mendous program and the area that it serves, and the devoted purpose 
that you have to its expansion, and I can understand how you want 
to know just about every thought that a man has in his mind about 
it, as you contemplate his going into the oe of being one of its 
Directors for a period of 9 years. I know how many of you feel about 
the present Director. 

I want to say this to you: I believe that to the extent that one as far 

removed from it as I am could have, that I have just as great a desire 
and purpose to do anything within my power to bring about the result 
you so devotedly and devoutly hope for. 
* Mr, Exxiorr. I certainly thank you, Mr, Chairman, and I believe 
every profession that you have made about it. The Kerr refinancing 
bill of recent date underscores everything you have said. 

Senator Kerr. I want to refer you to that same dictionary, and I 
know this is not the meaning that is generally accepted of the word, 
nor the principal one. But that dictionary, in defining “profess” 
also says, “often narrowly to pretend.” 

While I contemplate that as one of the technical interpretations of 
the word, I do not regard it as the one applicable here. I want to say 
to you, frankly, that if I thought this witness were only pretending a 
belief in the wisdom and feasibility of the Tennessee V: alley Authority 
Act, I would oppose his confirmation. 








272 NOMINATION OF ARNOLD R. JONES 


As far as I am concerned, I am going to be just as interested as I 
know how to be in determining that his ‘profession is of the type that 
you have indicated you understand the dictionary to give. 

Mr. Exuiorr. Mr. Chairman, that is what I wanted to say to you 
and what I wanted to urge upon you. If Mr. Jones becomes a 
Director of the TV A, of course we all wish him well and we want 
him to do a good job, and I trust that the Senators will be thoroughly 
satisfied in “their mind that he meets the burden which the law 
prescribes. 

His background in the Bureau of the Budget—I will say this to the 
chairman—has made him suspect in some degr ee to the people of the 
Tennessee Valley. 

Senator Kerr. I want to say to the Congressman that I wouldn’t 
regard the Bureau of the Budget as being the most favorable envir- 
onment from whence to choose a member of the Board of Directors 
of the TVA. But I have seen good fruit spring from worse origin, 
and bad fruit spring from better origin. 

Thank you very much, Congressman. 

Are there any questions? 

Senator Gore. I have no questions. 

Senator Kerr. Congressman Joe Evins? 

Senator Gore. Mr. Chairman, I would like to note that Congress- 
man Joe Evins is my Congressman. He is the only one of the 435 
Members of the House of Represent: tives whom I can thus describe. 
I am particularly proud to say that Joe Evins is my Congressman. 
We come from adjoining counties, we were boys together in the 
Young Democrat movement, our wives are friends, we have been 
friends since we were boys. 

He is a fine Congressman and has made a wonderful record. He 
represents the people of the old Fourth District in the highest tradi- 
tion that they have ever known. 

Senator Kerr. In the highest tradition established by his imme- 
diate predecessor. 


STATEMENT OF HON. JOE L. EVINS, UNITED STATES CONGRESSMAN, 
FOURTH DISTRICT, TENNESSEE 


Mr. Evins. Thank you, Senator. 

Senator Kerr. I want to tell you that I am thrilled by the remarks 
of my distinguished friend, the Senator from Tennessee. 

Senator Hin. Gentlemen, may I say that the chairman of this com- 
mittee never misses a point. He never misses a point. 

Senator Kerr. I would hope that sometime he might miss some 
which had been directed either without his knowledge or consent. 

I want to say that I wish I could make a similar statement about 
some Congressmen. I am the constituent of one, and I cherish him 
asa dear friend. I have never felt, though, in a position to say what 
you have just said. I doubt the probability that I may ever be able 
to. Heismy Congressman. 

It just may be that if I look through the dictionary, as I did here ip 
connection with this word “profess,” I might find one of the definitions 
which will enable me to make the same statement, but without a 
very careful scrutiny of the definitions, I would hesitate to make that 
statement. 








NOMINATION OF ARNOLD R. JONES 273 


I think it is marvelous that you have the confidence to make it and 
that he has in no wise cast the slightest doubt upon its entire accuracy. 
Senator Gore. Mr. Chairman, the word “my” has different meanings. 

I could say in a slightly different sense that Mr. Eisenhower is my 
President. He is the President of my country. Congressman Evins 
is the Congressman from my district. It so happens that he is a 
Congressman for whom I claim a close personal friendship and who has 
long had my support, though I cannot say the same of my President. 

In speaking of the traditions which he has lived up to, I wish 
to say that the district has been favored with traditions much higher 
than those fixed by the junior Senator from Tennessee when he 
was a Congressman. That district has been represented by such men 
as Cordell Hull, Benton MacMillan, Ridley Mitchell, E. L. Davis. It 
is in the steps of those men that Congressman Evins is walking. 

Senator Kerr. If he follows in the footsteps of his predecessors 
there may be times when he will not be able to distinguish the footsteps 
of the men you mentioned, because of the fact that the footsteps of 
another will have enlarged the area of indentation on the sands of time. 
So that as far as exact identification is concerned, they might fit the feet 
of the now junior Senator from Tennessee. 

Mr. Evins. Thank you, Senator, I am flattered by all the introduc- 
tory remarks. 

Senator Kerr. You are flattered by all the nice things I said about 
Albert Gore ¢ 

Mr. Evins. While Senator Gore has referred to me as his Con- 
gressman, I refer 7 him as my esteemed constituent and now Senator. 

Senator Kerr. I detected just a slight indication in the remarks of 
the Senator of a dual feeling: That he would hope that as long as he 
lived, you would always be his Congressman. 

Mr. Evins. I have great admiration for our Senator, and I have a 
high tradition to live up to in my predecessors that he has mentioned, 
himself and Cordell Hull. It is truly a great district. 

I am complimented by the chairman and my colleague’s compli- 
mentary remarks. 

I didn’t come here to indulge in those matters, or about the Presi- 
dent. I want to say with regard to Mr. Jones, who is here before the 
committee, that I have had the pleasure of meeting him, and following 
meeting Mr, Jones some time back, I sent him a copy of a st atement 
which I had made in the Congress on the TVA. I don’t think it was 
any outstanding statement, but at least it expressed my point of view. 
My statement has been called an answer to some of the charges of mis- 
representation made against the TV A, the continuing tirade of misrep- 
resentation. 

I said, “If you become our TVA Director, I want you to know of 
the point of view of the people in the valley.” 

Mr. Jones very courteously responded to my letter and said, “Thank 
you for providing me with another point of view on TVA. IT am 
interested in all points of view.” 

I appreciated the letter, but the fact that he would say “another 
point of view” would indicate to me that he had certainly other points 
of view other than that of the TVA. It is well that he should have all 
points of view. That letter was not intended for any reason of later 
use, but it does indicate to me he has been indoctrinated with an anti- 
TVA point of view. 
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It seems that in the Budget Bureau he has had one point of view, and 
I was able in some limited measure to provide him with another. 1] 
hope that if he does become our TVA Chairman down there, that he 
will be guided by this other point of view and some of the things that 
have been brought out in this hearing before this great committee by 
the known friends of TVA. 

Mr. Chairman, I have always been reluctant to appear before a com- 
mittee of the Senate concerned with the confirmation of Presidential 
appointees. I have been through three of these nominations. I am 
compelled to do so on this occasion because this appointment is of 
tremendous importance to the people whom I represent. They are 
not able to come here and express their opinions, and as their Repre- 
sentative I feel dutybound to speak in their behalf. 

The Fourth District of Tennessee, as my Senator has indicated, con- 
sists of 23 counties of the 95 counties in Tennessee. It was formerly 
two congressional manele. It is entirely dependent upon TVA for 
its source of power. I do not have the actual count, but I believe at 
least 10 percent of the 150 municipalities and REA co-ops which - 
tain their power from TVA are within the district I represent, 
partially in it. More than 10 percent of the 150. 

I cannot overestimate the importance of the TVA to the people I 
have the honor to represent. You would have to experience with us 
the difference which nearly 25 years with TVA has made in our lives 
to really appreciate how we feel about it. 

I would say, too, that to us the TVA is not just a utility, it is a 

symbol of our progress. To us the TVA is not an agency in 

Knoxville, it is a partnership in which everyone in the valley partici- 
pates. If we obtain our power from the REA co-ops, we feel that 
we own a share of it. If we obtain our power from the municipal 
system, we own the municipal system—the people in the valley. 

But this has been a rather peculiar one-sided partnership. 
Although our investment is more than 25 percent. of the total invest- 
ments, and although the people of the district I represent, and the 
people of the 7-State area are completely dependent upon TVA for its 
source of power supply, they have no voice in the policies of the TVA. 
Only through a representative of the people can the voice of the peo 
ple be heard. Indeed, many of late have come to feel that they have 
little or no voice at all; they feel that the office of the Budget Bureau 
has become the policymaker as the voice for TVA. And I might add, 
they feel that it has been a destructive one; that the Budget “Bureau 
and not the TVA or not even the Congress has become the policy- 
maker for our region. That is the feeling of our people. 

Gentlemen, we are all aware of the powers of the Budget Bureau 
and the growing and ever increasing powers. It isa matter, Senator, 
in which the entire Congress is concerned. This power can be doubly 
painful and destructive to a people when the power of the Bureau is 
so great that it can affect the lives and well-being of 5 million people. 

Policies of the TVA are supposed to be determined by its board of 
directors, which are chosen by the President and confirmed by the 
Senate. The TVA Act does not require the board of directors to 
consult with the Budget Bureau in making its decisions, but for the 
past 5 years the Bureau has been attempting to control policy. The 
past 5 years have been the hardest in the 24-year life of the TVA. 
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Why do I say this# Mr. Chairman and members of this great 
committee, I think I can prove that to you. Here are some of the 
facts of the enmity and hostility of the TVA emanating from the 
Budget Bureau. 

As I have indicated earlier, I received a letter from Mr. Jones 
in which he expressed appreciation for another point of view, this 
indicated that the Budget Bureau is indoctrinated with a different 
point of view from the TVA philosophy. 

The members of the Appropriations Committee of the House on 
which I serve—and we know that hearsay evidence is no good, Mr. 
Chairman, but it has its probative if not evidentiary value—the 
clerks who deal with the Corps of Engineers and who deal with the 
Bureau of Reclamation, and with public works projects, the staff 
who are in daily contact with them on all of these great public works 
projects throughout the country—in the Northwest, in California 
A elsewhere—said to me that Mr. Jones is prejudiced against TVA. 

said, “Why do you say that?” They said, “The Budget Bureau is 
prejudiced against all public power projects.” You know that. It 

1as been demonstrated. 

I want to point out that I called upon the President, President Eisen- 
hower, in the early part of his administration. This was in connec- 
tion with the reappointment of Mr. Gordon Clapp. Mr. Gordon 
Clapp as a young man was an able public official. He was a splendid 
administrator. He was dedicated and devoted tothe TVA. He wasa 
young man interested in the career service, not a politician. He had 
grown up in the TVA. Some 15 or 20 Members, Senators or Repre- 
sentatives, went to see the President and urged the reappointment of 
Mr. Clapp. Although this man was dedic ated to the philosophy of the 
TVA, everyone recognized that he was a fine administrator; he was 
thrown overboard and another man appointed in his place. 

That was the President’s privilege, but he did not reappoint a 

‘areer man dedicated to the TVA. 

The last major addition, Mr. Chairman, to the TVA came in the 
latter days of the Truman administration. That was the so-called 
New Johnsonville addition. It was recommended by the President, 
former President Truman, and approved. 

The next major addition came in the early days of President Eisen- 
hower’s administration, and that was the so-called Fulton addition. 
The Board of the TVA unanimously recommended the Fulton addi- 
tion, but the Budget Bureau opposed it. That was fought out twice 
in the Congress and twice defeated. The Congress did not adopt it, 
but certainly the Budget Bureau was opposed to it, and although 
the Board recommended, the Budget Bureau refused to recommend 
the Fulton addition. 

So I say that the last major addition to the TVA system was in the 
latter days of the Truman administration, and there have been no 
major additions since that tmie. 

This committee is all too familiar with the Dixon- Yates scheme that 
was hatched in the nest of the Budget Bureau. TI believe it was con- 

ceived in iniquity to weaken and suby ert TVA to the private power in- 
terests, to their great financial gain. 

You are familiar with the First Boston Corp. with this plan and that 
the private utilities would have profited under this scheme. 'This com- 
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mittee is familiar with what was disclosed about this scheme by com- 
mittees of the Senate. Both Senator Hill and Senator Kefauver had 
a great part in disclosing the presence in the Budget Bureau of one 
Adolph Wenzel and his conflict of interest. He was a paid consultant 
of the First Boston Corp., and he was consulting on TVA. He was 
brought in by the late Mr. Rowland Hughes, the former Director of the 
Budget Bureau. 

Not only these acts, Mr. Chairman, of the appropriation for the 
Fulton plant being denied, TV A’s growth therefore limited, the Dixon- 
Yates sabotage plan advanced, but I should cite that in the past 5 
years, as I have said, there have been no major starts. Furthermore, 
the Budget Bureau has cut and reduced the TVA Board of Directors’ 
recommendation for appropriations for its other activities. 

The Budget Bureau opposed the use of the corporate funds by the 
TVA. We ofthe Congress and friends of the TVA in both the House 
and the Senate have won for the TV A the right to use surplus corporate 
funds after it has paid its statutory obligations into the Treasury, 
and as to accumulated funds, the Congress reaffirmed their right to use 
these funds, but the Budget Bureau opposed the use of these surplus 
funds. 

The Budget Bureau has recommended most stringent self-financing 
plans. The distingu'shed chairman of this committee, Senator Kerr, 
knows full well the Budget Bureau’s plans for self-financing and op- 
position to his own work of constructive legislation in this field. 

The Budget Bureau has been the agency, I repeat, that has been 
trying and largely succeeding in setting the polices y for the past 5 years 
for the TVA, writing its ticket, if you please, where it could go. It 
has gone nowhere. its progress has been very limited. It has been 
virtually halted. And what progress has been made has been over 
opposition and with restrictions. 

Gentlemen, the Budget Bureau has been like a coach to the TVA, 
a coach tying weights and chains around a great youth, shall we say, 
a track star. 

I repeat, in summary, that the Budget Bureau has cut appropriations 
for the TV A, it has opposed the use of corporate funds, it has hatched 
the Dixon- Yates scheme, it has imposed restrictive self-financing plans, 
and at every turn and at every step the Budget Bureau has opposed 
the TVA. This to my mind, Mr. Chairman, is crystal clear, a blind 
man could see it. 

I cite this history of the past 5 years as the hardest years in TV A’s 
history. I express the concern of the people I have the honor to repre- 
sent against Mr. Jones, who comes as a ranking member, a ranking 
star of the Budget Bureau, as its Deputy Director. Their appre- 
hensions and fears are that Mr. Jones will continue the policies of the 
Budeet Bureau for he has been an official of the Bureau. 

T should point out one further factor with regard to corporate finan- 
cing. The TVA Board proposed the plan a few years ago to build 
plants with accumulated profits, and this is significant: The action 
of the Board was unanimous in its decision. That was since Chairman 
Vogel has been a member. But the Budget Bureau vetoed this pro- 
posal and substituted its own plan and authorization for one generator 
to be paid for from the sale of bonds which TVA could obtain after 
the authority was passed. 
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In other words, they saw a need, the unanimous Board, for additional 
capacity. The Budget Bureau rejected that plan and said, “You 

can have one addition, provided you get self-financing passed through 
the Congress.” Knowing it would have difficult “sledding in the 
Congress. 

This is an important fact: Although Chairman Vogel, as you may 
have heard, unanimously was for this before the Board, when the 
Budget Bureau proposed the other plan, he immediately retracted 
his previous position and voted to go down the line with the Budget 
Bureau. Fortunately the two other directors stuck with their deter- 
mination, and with the approval of the 84th Congress they went 
ahead with these additional units. 

About 3 years ago the President had the opportunity to fill a vacancy 
on the TVA Board about which you have heard. He filled it with 
Mr. Vogel instead of reappointing Mr. Clapp. At that time Mr. Vogel 
appeared before this committee in this very room and professed his 
belief inthe TVA. I was told that there could not have been a stronger 
advocate than Mr. Vogel. He not only believed in the TVA Act, he 
believed in the yardstick, he was enthusiastic about its flood control 
and navigation function. He assured the committee that he would act 
independently. He went further. He said that he would more or 
less consult with the people of the valley and determine how they felt 
about things, while the President said he wanted things worked out as 
the people in the area wanted them. He said he would do the best job 
he could to serve the people and serve them well. 

Disillusioned, the people of the valley have made plain their feelings 
before this committee. 

I have heard Mr. Vogel before the Appropriations Committee of 
the House, and it is most strange to observe his position of wanting 
to be for the TVA and still follow the philosophy of the Budget 
Bureau. Here is a minor example, Mr. Chairman. 

There was a little item in their appropriation for some small 
markers up in the bayous and bays of the lakes. Mr. Vogel said, 
“Gentlemen, I am opposed to this. My colleagues are for it. I want 
to cut it out.” Someone said, “Mr, Chairman, why are you against 
it? You know people can get lost on these lakes and lives can be 
lost. Why are you opposing a little appropriation to put markers up 
to tell the direction ?” He said, “It 1s an expensive matter and the 
Corps of Engineers does not have this authority, and I don’t see 
why we shouldn’t follow the C orps of Engineers’ practice.” 

That was his reason for opposition to it. It illustrates his diffic ulty, 
in doing what the Budget Bureau wants him to do, rather than going 
along with the philosophy of the TVA. 

Here is another experience with the TVA and the Budget Bureau. 
Shortly after Mr. Vogel came with the TVA, they submitted its plan 
for self-financing. Although originally all three members of the Board 
agreed to it unanimously, the B sudget Bureau made certain sugges- 
tions for changes, which are well known to this committee. Mr. 
Vogel didn’t go along with his colleagues on the Board. He went along 
with the Budget Bureau. His position on this, as expressed before 
this committee, has been somewhat similar to that of Mr. Jones. He 
said he thought the TVA could live with the Budget Bureau recom- 
mendations. In any event, the committee is aware that, as late as 
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April 29, Mr. Jones signed a letter to the Budget Bureau along these 
same lines. The recommendations in this letter would have given the 
President and the Budget Bureau and the Secretary of the Treasury 
more and more control over the TV A. 

Mr. Chairman, this grasp for more and more power, more and 
more control by the Budget Bureau, is an alarming sort of thing. I 
am sure that you gentlemen can appreciate and do appreciate the 
apprehensions of the people concerning this new nominee to the TVA 
Board, largely because of the fact that he has been an official of the 
Budget Bureau. Nothing personal against Mr. Jones, but it is the 
Budget Bureau that the people have great concern about. 

The Budget Bureau has, from the beginning of this administration, 
led the fight against TVA. They are concerned, naturally. Can any 
good come out of the Budget Bureau? I agree with what the 
chairman said earlier. We know that someone said, “Can any good 
come out of Nazareth?” And certainly some good did come out of 
Nazareth. But people are apprehensive that good cannot come out 
of the Budget Bureau for TVA. This is the question which this 
great committee must decide, 

Remember, gentlemen, that the future of 5 million people will be 
affected by the course that you men determine, and yet these 5 million 
people are dependent upon you for your decision. This is why, as I 
say, I am reluctant to appear before this committee concerned with 
the confirmation of a Presidential appointee. But I feel it would 
be a dereliction of my duty if I did not. 

As I pointed out, there is a statutory requirement concerning the 
qualifications of the TVA Board Director. In this respect the 
appointment differs from that of others you consider. 

I was certainly astonished to learn that a few days ago Mr. Jones 
testified that the President had never made any attempt, so far as Mr. 
Jones was aware, to determine his point of view on the TVA, and 
thus to determine whether Mr. Jones did in fact meet the statutory 
requirements. 

Senator Kerr. May I ask you a question there? Knowing the atti- 
tude of the President about the TV A, would you rather risk the actions 
of a man appointed by the President that the President didn’t know 
what he would do, than the actions of a man with reference to whom 
the President had talked to and did know what he would do? 

Mr. Evins. Mr. Chairman, I have followed some of the hearings of 
this committee. There has been a general statement that the Prest- 
dent has directed this: the President has advised that this be done. 
I think the Budget Bureau has been telling the President what to do. 
T won’t put the blame on the President of the United States. I think 
the Budget Bureau formulates the policy: they go in to the President 
and say, “Mr. President, this is it,” and he says, “All right, boys, 
take it.” The President I don’t think has any enmity. How conld he 
when he twice came to our State, and carried it once, and made strong 
statements for the TVA? 

Senator Kerr. Is he making as strong statements for the TV A as he 
did for 90 percent of parity for the farmers ? 

Mr. Evins. Mr. Chairman, he came to Memphis and there was a 
tremendous crowd there. He said that TVA is a great experiment in 
agricultural development and conservation. He praised it. When he 
flew over to Knoxville some of our colleagues flew with him, Congress- 
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man Howard Baker, I believe—and I do not wish to misquote my Re- 
publican colle: ague—he said, “Mr. President, you made a strong 
statement. You didn’t make it strong enough. Make a strong state- 
ment in Knoxville.” There he said: “My “friends, I pledge “to you 
under my administration TVA will be maintained at maximum effi- 
ciency.” He didn’t just praise it as a conservation bill. 

Senator Kerr. He praised the farmers at Brookings, S. Dak. He 
said, “I guarantee you 90 percent of parity, and we will work for 100 
percent of parity.” 

Mr. Evins. Mr. Chairman, that emphasizes what I said before. 
The Presidency is a great assignment, the greatest job in the world, 
and he must have lieutenants and assistants around him. I don’t 
think the President is directing it. I reverse the situation and say 
the Budget Bureau has been formulating the policy, laying it before 
a President, and selling him, and the President has been taking it. 

I don’t think the President has really had any enmity, although he ‘did, 
after being irked one day, refer to TVA as creeping socialism. 

Senator Kerr. He referred to the expansion of TVA as creeping 
socialism. 

Mr. Evins. I don’t think that is a very endearing term, Mr. Chair- 
man. 

Senator Kerr. Do you think he knew what kind of a term it was? 
In view of your great tolerance that vou professed here for him, after 
criticizing the situation because he hadn’t talked with this man, I 
would feel that in justice to him you should be fairly certain in your 
mind that he knew even what was said as to its meaning, before you 
became too critical of him. 

The Senator quoted from his press conference the other day, after 
he had been in office something over 4 years, and after he had made 
his second appointment to the Board of Directors, that in view of the 
requirement that it be a bipartisan board, that he thought the next 
one would have to be a Democrat. Do you know of any ‘requirement 
in the law that there has to be one Republican on that Board? 

Mr. Evins. On many of our independent boards—— 

Senator Kerr. Or one Democrat ? 

Mr. Evrns (continuing). The law provides that they shall be 
bipartisan, not more than 1, 2, or 3 of the same political party. That 
does not apply with respect to the TVA. 

Senator Kerr. That was my impression. I was telling you that 
the Senator from Alabama quoted the President at a press conference 
as indicating that it was his information or opinion that there was 
such a requirement with reference to TVA, and that he would there- 
fore, on the next appointment, have to appoint a Democrat. 

Mr. Evins. Mr. Chairman, he wouldn’t have to appoint a Democrat, 
and our people would be satisfied with a Republican if he appoint ted 
one on the Board who believed in TVA and who would be its 

champion. That is what we want in the \ valley. We want an indi- 
vidual who is on the Board who champions the TVA and who believes 
in it sincerely with heart and conscience, regardless of partisanship 
or politics. 

Senator Gorr. Or where he comes from. 

Senator Kerr. The point of the remark of the Senator from 
oe was calling your attention to the fact that after 4 years 

1 office and making 2 appointments to the Board of Directors, of 
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which the total is 3, that the President still didn’t know that it wasn’t 
a requirement that there be a bipartisan Board. 

Mr. Evrns. I think that affirms our statement, Mr. Chairman, that 
the President is being improperly advised; that he is not being given 
all the facts. 

Senator Kerr. In that situation apparently he was given some that 
weren’t. I mean apparently he had all of them and then some more. 

Go ahead. 

Mr. Evins. The President is not directing. The Budget Bureau 
is directing. It is the reverse, in my humble judgment. 

Senator Kerr. In other words, you think there is more of the 
Budget Bureau thinking in what the President does than there is of 
the President’s thinking in what the Budget Bureau does? 

Mr. Evins. Yes, Mr. Chairman; but I cannot reconcile how the 
President can be so strong against TVA and at the same time he 
recommended the upper Colorado River storage project. 

Senator Kerr. You can’t understand that ? 

Mr. Evins. I voted for it. 

Senator Kerr. You can’t understand it ? 

Mr. Evins. He wanted the upper Colorado project. He said this 
is what he believed in, developing the whole river valley. 

Senator Kerr. You can’t understand that ? 

Mr. Evrns. I can’t understand the inconsistency. I can’t reconcile 
his being for that and opposed to TVA. 

Senator Kerr. You are assuming, of course, that he recognized the 
need existed? You are going to get yourself into the same shape as 
the Senator from Oklahoma got himself into a few days ago when he 
told the truth about what he thought about what was in the President’s 
mind, if you are not careful. And I hope that you will do as I did; 
consider it deliberately before you get out onto that platform. 

Mr. Evins. Mr. Chairman, if I could be as esteemed and as great 
as the distinguished chairman and the able Senator from Oklahoma, 
T would consider it an achievement and an accomplishment. 

Senator Kerr. That gives me great comfort, because it overcomes 
some of the remarks that have been made that were not entirely con- 
sistent with it. 

Senator Gore. Overcomes or balances ¢ 

Senator Kerr. Overcomes. 

Go ahead. 

Mr. Evrns. To some people opposition to TVA is largely due to its 
success. This forum can be a sort of education. They seem to think 
that TVA is the only public power project in the Nation. 

What of the great Columbia River development, the great Missouri 
development, and the Pick-Sloan plen which calls for 200 dams, 6 
multipurpose dams on the Missouri River—6 of them, 6 major multi- 
purpose dams on the Missouri River and 200 other dams. The Pick- 
Sloan plan called for an expenditure of $5 billion. 

The TVA has been successful. It is most successful in its conserva- 
tion. in its flood control, in its fertilizer program of bringing reduced 
fertilizer to the farmers. Its power operation is paying out. I think 
its main opposition is its success. Yet I can’t reconcile the hostility 
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The great St. Lawrence seaway development, when that project 
came to the Appropriations Committee, with which you are all 
familiar, they said: 

There is nothing controversial here ; let’s approve it. 

I said: 

Let’s talk about it a few minutes, Mr. Chairman. What do you propose to 
do here? 

Well, we are going to build a 25-foot channel for 200 miles, another 500 miles. 

How many power units do you have there at present? 

Well, there are 5, 2 on the American side, owned by private industry, 3 on the 
Canadian side, owned by the Canadian Government, Five existing power units 
on the St. Lawrence. 

“What do you propose to build there?’ 

“Thirty-two power units in addition, 16 on the American side, 16 on the 
Canadian side.” 

To build 32 additional power units on the St. Lawrence seaway, and 
the great conservative Chicago Tribune, a paper that opposes every- 
thing as socialism, came out with an editorial and said this will be 
a great development, it will make Chicago the greatest city in the 
world in 25 years. 

One man on the committee from Illinois said, “No, in less than 10 
years.” So they voted the St. Lawrence seaway development, and 
the upper Colorado project. But TVA is bad, and I cannot reconcile 
it and our people can’t understand it. We want a member of the 
Board there, Mr. Jones or whoever it may be, who believes in TVA, 
That is our appeal. 

There is one other matter I would like to address myself to, and 
that is that I feel strongly the need and necessity of so-called inde- 
pendent agencies to be kept independent, free of Executive control. 

Since our country was established, there has been a tremendous 
trend toward centralizing power in the Chief Executive and under 
his direction in the Bureau of the Budget. 

The Congress should reverse this trend, the continued increase of 
power in the Bureau. 

I served on the Independent Offices Subcommittee on Appropria- 
tions and a few years ago I served as chairman of a subcommittee of 
the House Small Business Committee, that looked into the problems 
of the increasing Executive power over our independent agencies. 
These hearings are published and the findings were somewhat 
startling. 

These agencies, as we all know, are supposed to be arms of the 
Congress. The Constitution gave the Congress the power to regulate 
commerce, The Congress, in turn, delegated this power to the inde- 
pendent commissions. There has been a shifting of that power over 
the years since the beginning of the Interstate Commerce Commission. 

We had an illustration a few weeks back—not a few weeks but a 
few months back—of the chairman of one of the agencies testifying 
that these independent agencies have been quasi-legislative arms of 
the Congress and quasi-judicial, but he said in his speech, they are 
shifting, they are now becoming quasi-executive. 

That is the appeal which I say with which the Congress is concerned, 
this constant shifting of centralization of power in the hands of the 
Executive. 











282 NOMINATION OF ARNOLD R. JONES 


May I point out that the President was able to mobilize a combina 
tion of some of these independent agencies, AEC, SEC, and FPC, 
to try to put over the Dixon- Yates deal, to use them all. 

In other words, he was able to use them in an atte mpt to change the 
TVA without the necessity of going to Congress for legislative action. 
The process by which Congress gr: anted c outro} of these agencies began 
with the requirement that these agencies go to the Bureau of the 
Budget for approval of their budget. That is where it started. 

Previous to that they came to the Appropriations Committee of 
Congress. Furthermore, it gradually developed that these agencies 
had to obtain the Bureau of the Budget’s approval before they could 
submit proposals for legislation and inquiries for information that they 
needed. They controlled the type of questionnaire they could send 
out. 

During the war this was necessary in order to cut down on duplica- 
tion on requests sent out to the industry. Now we know the Bureau 
of the Budget is using that to control the various agencies. 

Finally, by failing to veto one of the Hoover Commission's recom- 
mendations, the Congress gave the P resident the authority to appoint 
and to remove members of the C ommission, to designate the Chairman, 
and gave to the Chairman the authority to become the administrative 
officer with right to control the staff, control the appropriated funds, 
and control the workload. The result is that, at the moment, the 
Congress now stands as a sort of second- or third-hand role in au- 
thority over the independent agencies which were created as arms of 
Congress. You gentlemen are all too familiar with that. 

I want to point out that the House this year has, as you know, passed 
legislation to set up a special committee on congressional oversight, to 
examine more thoroughly the results of the operation of our inde- 
pendent agencies, who are supposed to be deputies of the Congress. 
This oversight committee is now getting organized. 

We witnessed in the past 5 years, I repeat, a similar but thus far 
unsuccessful attempt by the Executive to capture control of the TVA. 
I understand, as one of my colleagues has pomted out, that you spent 2 
years in writing and passing legislation which gave TVA power 
to raise bonds, but to maintain its independence of the Executive. 

They always talk about bureaucracy in Washington; why don’t you 
decentralize. TVA is an example of decentr: alized government, op- 
erating in the field. But now even that is bad to some; if it is not one 
thing it is another that they work against. 

I believe it was pointed out that if the new Board turns out to be 
willing to subvert to the Bureau of the Budget, you will be surrender- 
ing the fruits of your labor on this leg'slation. Even if we are not 
concerned about the TV A, I am concer ned about the drifti ing of our in- 
dependent agencies to Executive control. 

We cannot afford to surrender more, Mr. Chairman. Sometime, 
somewhere, we in the Congress must put a stop to the continued en- 
croachment of the Executive on constitutional and executive duties and 
responsibilities, and the recognized worst offender of them all is the 

3ureau of the Budget. They are determining appropriations, they 
are writing legislation, they are issuing orders and edicts. 

I think, when the Congress passes legisl: ition, when the Congress 
speaks, the Bureau of the Budget should be responsive to it. W hat 
good will it have done to legislate on the TVA or any other inde- 
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pendent agency if, through appointments, the Executive achieved con- 
trol of these agencies and directed their policies? 

I wish most strongly, Mr. Chairman, that you and members of the 
committee would weigh these circumstances which I have attempted 
to point out. The importance of our regulatory and independent 
agencies remaining as arms of the Congress and independent is very 
important. 

Secondly, Mr. Chairman, can a man with Government service and 
the indoctrination such as Mr. Jones has had as Deputy Director of the 
Bureau of the Budget, truly and in fact, divorce and disassociate him- 
self from the influence of his work and his association over the years 
with the Bureau of the Budget which, as I pointed out, has been the 
principal architect of the destruction of the TV A ? 

I say, gentlemen, that human nature being what it is, that he cannot. 
I would hope that he could. But old soldiers remember their previous 
battles. I think they remember the techniques of their urban: 

[ make this appeal not against Mr. Jones personally but for and on 
behalf of and in the interest of the people whom I am honored to 
represent. ‘T'o do otherwise would be a dereliction of my duties. 

Thank You, gentlemen. 

Senator Gore (presiding). Congressman, I thank you for your very 
thoughtful statement, to which you have obviously given considerable 
attention. 

During the course of your statement you referred to this hearing as 
an important forum. As you have told the committee, do you not 
believe that this hearing has afforded an opportunity to examine, 
and has become in fact an examination of, fundamental concepts of 
this great program and of the basic philosophy of the TVA Act? 

Mr. Evins. Yes, I agree, Senator. And I should add that if it has 
served the purpose of education, it will have been most worth while. 

Senator Gore. In your service on the House Appropriations Com- 
mittee, particularly the subcommittee which handles the appropria- 
tion and budget for the TVA, has it been your impression that the non- 
power functions of the TVA have been too greatly minimized ¢ 

Mr. Evins. I would certainly say so. They have magnified the 
power operations and minimized the other. 

Last spring, when we were having rains in New England and in 
Texas, the TVA dams controlled the floodwaters of the Tennessee 
River in its greatest test over 25 years, There was the heaviest rain- 
fall in the mountains between Tennessee and North Carolina, as you 
know, and the snow melt was the heaviest. 

It was said conservatively that $37 million was saved in the city 
of Chattanooga alone. Over the history of years, I think it is $265 
million in property values that had been saved, not counting the saving 
of lives. That is most important. It is successful. It has paid off. 
Those things are not pointed up. 

Also the navigation features. We are all interested in commerce. 
Automobiles from Detroit are shipped on the Tennessee River, agri- 
culture products from the West, and the tonnage is increasing. We 
want business and free enterprise to prosper. I think the navigation 
feature of TVA is tremendously important. 

Now we are beginning to hear opposition to the fertilizer program. 
It is the same principle of the yardstick and testing operation. Last 
vear I think there were some 38 representatives, representative com- 
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panies, fertilizer companies, and more than a hundred individuals 
who attended one of TV A’s fertilizer test demonstration studies. 

They are given patent developments without royalty, free of charge. 
The fertilizer industr vy has been stimulated and more and more ferti- 
lizer has been made available to the farmers because of TV A’s opera- 
tions. That portion of the TV A’s work has been minimized. 

Business has profited by the TVA’s fertilizer operations. Lives 
have been saved by the flood control and property has been preserved. 

Senator Gore. Is it not a fact that it was largely through experi- 
mentation and work by the TVA fertilizer program that nitrates were 
reduced and proc essed in nodular form—nugget form—in a manner 
that allowed it to be used and distributed to the soil by mechanized 
equipment ? 

Mr. Evins. Yes; there is a great stride and much advantage in the 
TVA fertilizer program and it should be pointed out that during the 
war—it probably has been pointed out—the munitions developed there 
helped develop the atomic bomb that won the war. 

They produced about 30 percent of all the phosphorus required by 
the Chemical Warfare Service of the Department of Defense during 
World War II. In the Korean war they supplied the Department 
of Defense with its entire requirements for phosphorus. 

Senator Gore. Congressman, from your experience in the Congress 
as executive secretary for the Federal Trade Commission, as a lawyer 
and as a citizen, is it your opinion that the people of the Tennessee 
Valley area, the people who live in the valley, expect TVA to exercise 
a utility responsibility to them in much the same manner that utility 
obligations are required of private utilities which have the responsi- 
bility for serving a particular area / 

In other words, do you think that our people expect their legitim: ate 
needs and demands for additional power to be met by the TVA in 
the same way that the people of Nebraska expect their normal growth 
demands and needs to be met by the utility serving that area? Is this 
not true whether the area be Maine, New Hampshire, Vermont, 
California, or Texas? 

Mr. Evins. I certainly think so. And they feel that their normal 
growth needs should be supplied. We were concerned last year with 
a story in the press that an industry refused to locate in west 
Tennessee, a major industry, and come to our State because they were 
told and they were apprehensive, that they could not have their power 
needs. So we want normal supply for our people in the area for 
normal growth. 

Senator Gore. I know, in your private life, you are to some extent a 
successful small-business man. As the owner of a business, would you 
not be proud and pleased that your customers would need and request 
more of the product which you are producing? That would indicate 
that your customers were prosperous, and that you would have more 
business from which you, as a businessman if you owned a particular 
business, might prosper. I ask you, is there any justification for 
opposition to the TV A because it is so successful ? 

Mr. Evins. I think that it has demonstrated its capacity and that 
the vardstick has proven that which it was created to demonstrate. 

We know of the Insull utility situations a few years ago in which they 
took a — to parts unknown. TVA has served not only our area 
but the Nation as a whole. Business endorses it and approves it. 
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I mentioned earlier some of the things that I could not reconcile. If 
you will permit me, I will state one more. 

[ ran into Mr. Eric Johnston at a social meeting here in Washing- 
ton and I said to him, “Mr. Johnson, I have read in the press that you 
are quoted as having said that you visited the Middle East, at the 
President’s suggestion, to find out what we could do there to develop 
good will and friendship, and that you came back and recommended 
the building of a series of dams on the ancient Jordan River, the TVA. 
in the Middle East. I want to ask you, did you make that recommenda- 
tion to the President, and can I quote you to that effect ?” 

He said, “Yes, I made that recommendation, and you can quote me to 
that effect.” 

The President is for that there, and he is for these other programs. 
I do not understand and cannot reconcile why the administration 
wants to continue its opposition and demonstrated warfare against a 
successful agency of the Government. 

Senator Gore. [If TVA had been unsuccessful, if it had been a 
failure, if the investment in TVA had been a great loss, then I could 
rationalize the extreme opposition to it. But since it has been so 
successful, since the investment has been a profitable one, since not 
only development of the valley particularly has been brought about, 
but great national benefits also have accrued, I join with the Congress- 
man in lack of understanding of the opposition toTVA. IT hope that it 
will discontinue. 

Senator Kuchel ? 

Senator Kucuer. Congressman Evins, I don’t have the pleasure of 
knowing you personally, but I do know you by your excellent reputa- 
tion. 

You mentioned one great California project, the Trinity River proj- 
ect, in which I have been and am interested, and I must say, speaking 
for my State, I am grateful for the consideration you have given 
to those great water and power projects in which the people of Cali- 
fornia are interested. 

I want to say that I have been most pleased to work with people with 
whom you would agree to write a bill to help your Tennessee Valley 
Authority, and Iam glad to have made some contribution there. 

Tama Republican. I classify myself as an independent Republican. 
And upon occasion I have disagreed completely and unequivocally with 
some of the recommendations in this field by this administration. But 
Iam faced now, as a United States Senator, with a problem in which a 
great public venture needs to have its business conducted by 3 people, 
or at least by a majority of 3 people, only 1 person today being a mem- 
ber of the TVA Board of Directors. 

In consideration of Mr. Jones, do I take it that your sole and single 
objection to him is that he is or has been a member of the Bureau of 
the Budget ? 

Mr. Evins. Mr. Chairman, I think that the apprehension of the 
people I represent is that Mr. Jones would follow, asa Board Director, 
the policies of the Bureau of the Budget which have prevailed over the 
past several years. That is really the concern of the people of our 
area. They don’t know all the details about this hearing. They have 
witnessed the experience of another man who made a great profession 
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of faith in the TVA and who has reversed position. They are con- 
cerned at this time. 

Senator Kucuen. You do not question the honesty or integrity of 
Mr. Jones? ‘ 

Mr. Evins. No; I do not. I think Mr. Jones is a fine, personable 
person, and I like him personally. 

Senator Kucuer. You do not question the business experience or 
administrative capacity of Mr. Jones? 

Mr. Evrns. I think he is probably a fine administrator. I did 
state publicly that I thought that Mr. Jones probably had had a limited 
experience for the great powers of an agency that directs and affects the 
lives of Southern States with some 5 million people. I think he has 
had limited experience. 

Senator Kucuen. Now, let us just suppose for a moment that Mr. 
Jones withdrew his interest in this possibility of public service and sup- 
pose the President made the nomination of another member of the 
Budget Bureau to be a member of the Board of Directors, would your 
opposition to such a nomination again be grounded solely on the fact 
that the nominee had been a member of the Budget Bureau ? 

Mr. Evins. I think, Senator Kuchel, the concern under the prevail- 
ing situation probably would still obtain. 

Senator Kucuen.. With respect to the present member of your Board 
of Directors of TVA, I think you said in your statement that you op- 

yosed him or, at any rate, you did not believe he was performing the 
kind of service required by TVA because he was following the Budget 
Bureau agency’s recommendations / 

Mr. Evins. I pointed out that the past 5 years have been the hardest 
years in the 24 years’ history of the TVA. Appropriations have been 
cut, the TVA Board has recommended the denial of the use of cor- 
porate funds; they have proposed restrictive self-financing; they 
fought the proposed Fulton plant which had been un: animously recom- 
mended. 

Senator Kucuer. What I mean though, was not part of your state- 
ment that the present member, Vogel, I guess his name is, had a 
tendency to follow the Budget Bureau’s recommendation which, in 
your opinion, is in opposition to the best interests of TVA ¢ 

Mr. Evins. Very much so. 

Senator Kucnen. So you have there an instance of a man who was 
not a member of the Budget Bureau nevertheless doing things which, 
in your judgment (a) follows the Budget Bureau’s rec commendation ; 
and (db) is against the best interests of TV A ? 

Mr. Evins. I pointed out earlier, Senator—I do not know a 
you read our statement—they have a feeling no good for TVA c: 
come out of the Budget Bureau. This is not anything ceaaneedl 
against Mr. Jones. 

Senator Kucner. How are we going to get around to having the 
United States Senate confirm a nominee of the President in any in- 
stance? 

Mr. Evins. As I said, what our people hoped for in a member of 
the TVA Board, regardless of whether he is a Democrat or a Repub- 
lican, was a member who believed in TVA and had a conviction for it. 
We know that the people in the Budget Bureau do not have a con- 
viction for it. I think Mr. Jones, if he wanted to lay the cards on 
the table, would have to admit everything I have said. 
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Senator Kucuen. I would say most respectfully that, in my jud 
ment, no one has ever laid the cards on the table more completely 
than Mr. Jones, and part of Mr. Jones’ statements in the record are 
to the effect that he can take and subscribe to the required oath under 
the statute without any reservation whatsoever, and he would devote 
his full time and effort and energy and ideals to making the Ten- 
nessee Valley Authority go forward. 

Now, if we cannot take that testimony at face value in this in- 
stance, I suggest that any recommendation for appointment that the 
President made to the Senate would be subject to the same question. 

Mr. Evins. Senator Kuchel, General Vogel was an experienced, 
outstanding engineer, a trained Corps of Engineers man. He did 
not have the background of the Budget Bureau, which has been sort 
of a hatchet of the TVA. 

Senator Kucue.. If the Senate were to fail to consider this nomi- 
nation, then the Board would be composed of one member; would 
it not? 

Mr. Evins. I believe Chairman Vogel is the one acting member now. 

Senator Kucnet. Under the law, can you tell us, Congressman 
Evins, does the one member have the right, during the time he is 
the only member, to run the business of “the Tennessee V alley Au- 
thority ? 

Mr. Evtns. I think there are certain statutory requirements that a 
majority of the Board must act. I think the Chairman has certain 
administrative functions and powers which he can continue to carry 
on in the absence of the colleagues. 

Senator Kucuer. So that as a matter of administration of that 
great enterprise, it is absolutely vital that we have at least two mem- 
bers of the Board confirmed, qualified, and functioning there ? 

Mr. Evins. I would say, Senator, that no major policy decisions are 
probably being made at this time. What major policy decisions have 
been made for the past few years have been made, we feel, by the 
Budget Bureau. 

Senator Kucuer. You would not attach any weight to Mr. Jones’ 
statements here that he would act independently and would not be 
subservient to any person or group, including the Budget Bureau ? 

Mr. Evins. I did not get all of the Senator’s statement, I am sorry. 

Senator Kucuen. Will you read it to him? 

(The reporter read the record as requested. ) 

Mr. Evins. Yes; I would attach great weight to his statement. I 
think Mr. Jones has been candid and has been honest and he has been 
most frank in his statements, but his statements, nevertheless, have 
‘aused some concern, as I have indicated. 

Senator Kucuen. I can understand what motivates your making 
that statement and your apprehension, but would you not agree with 
me that apprehension could be overcome by the nominee in his answers 
to questions before this committee ? 

Mr. Evins. I would certainly express the hope that it would be 
overcome ; yes. 

Senator Kucuen. That is about all I have, Mr. Chairman. 

Senator Kerr. Are there other questions / 

(There was no response. ) 
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Senator Kerr. Thank you very much, Congressman, for your state- 
ment. We appreciate having you here, and you have helped us in this 
matter. 

Mr. Evins. Thank you, Senator, and members of the committee, for 
your indulgence. 

Senator Kerr. The committee will recess until 10 o’clock in the 
morning at which time we will hear the Governor of Tennessee. 

(Whereupon, at 11:30 a. m., the committee was adjourned to re- 
convene on Thursday, August 29, 1957, at 10 a. m.) 
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THURSDAY, AUGUST 29, 1957 


Untrep States SENATE, 
CoMMITTEE ON Pusiic Works, 
Washington, D.C. 


The committee met, pursuant to adjournment, at 10 a. m., in room 
412, Senate Office Building, Senator Kerr presiding. 

Present: Senators Kerr, Gore, Neuberger, Carroll, Case of South 
Dakota, Kuchel, and Cotton. 

Also present: Senators Schoeppel, Hill, and Kefauver. 

Senator Kerr. The committee will be in order. 

Senator Case ¢ 

Senator Case. Mr. Chairman, I am wondering if we could have un- 
animous consent to agree to a vote on the pending nomination at the 
conclusion of today’s session. 

I raise this question because this is now the seventh day of hearings, 
and if we are going to take action in order that a confirmation may be 
had at this session of Congress, it would seem to me that the committee 
should conclude its deliberations. 

I regret that I have not been able to be here for all the hearings, as 
the chairman and other members of the committee know, for very 
definite and good reason, but I was here at the opening of the hearings 
and I understand that the hearings have been proceeding and every one 
has been getting an opportunity to be heard for some 7 days. 

We have two witnesses scheduled for today. When they have con- 
cluded, I wonder if we might not have a vote? I ask unanimous con- 
sent that we do that. 

Senator Gore. Mr. Chairman, I don’t know that this is a matter for 
consent. The committee doesn’t usually operate that way. I would 
prefer to see us complete the testimony. There may be questions which 
members of the committee will wish to direct to Mr. Jones after the 
completion of the two witness’ testimony this morning. After the 
completion of the testimony, of course, the committee is subject to the 
call of the Chair, subject to the will of the majority of the committee. 
I would like to go along in the normal way and complete the testimony, 
if that is agreeable, which I hope it will be. 

Senator Casr. Mr. Chairman, we are all aware of the fact that 
there is only one member of the Tennessee Valley Board at the present 
time, and my understanding is that some of the transactions which the 
TVA Board takes have to be taken by a quorum of the Board. 
Obviously, 1 member is not a quorum of a board of 3. If the Tennessee 
Valley Authority is to operate during the interim, between now and 
the next. session, it is necessary that we have two members. I think 
it would be unfortunate if this Congress adjourns and TVA be left 
with only one Board member. 

289 
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Senator Kerr. I say to my good friend from South Dakota that I 
am ready to vote. The chairman of the committee, Mr. Chavez, saw 
me on the floor of the Senate a couple of days ago and said that he 
wanted to be here when any action was considered. If the matter 
would be in the posture of coming to a vote, I would want to have him 
vote. 

Senator Casr. Mr. Chairman, I would have no objection to that. 
It happens that I have some friends who are leaving on a train at 11. 
I want to slip out to see them for a few minutes this morning. I 
should like to leave here about 10:30. I should be back, though, 
shortly after 11 o’clock. 

In the meantime, I wonder if the staff might advise the chairman 
that this question has been raised, and that, before the committee 
adjourns this morning, I should like to have the question put as to 
whether or not there are objections to voting. And if there were, I 
might or might not then move the matter. But in any event I do 
think it is important, for the good of the Tennessee Valley Authority, 
to try to give them a quorum of the Board before this session adjourns. 

Senator Kerr. Frankly, I would like to see the matter settled soon 
if it is going to be settled, because I announced some days ago that I 
was going to have to leave W ashington today at 1 o'clock due to 
having made some commitments some weeks ago when I felt that the 
Congress would surely adjourn before the 24th of the month. 

Therefore, if we are to take action on this, as far as I am con- 
cerned, it would have to be prior to 12 o’clock, because I have to go 
and get my things together in order to catch the plane that I am 
scheduled to take. 

Senator Casr. I think I should make one other statement, Mr. 
Chairman. I recognize that an intermin appointment might be made. 
But as far as I am personally concerned, I would not recommend to 
Mr. Jones that he accept an interim appointment, nor would I ree- 
ommend to the President that he make an interim appointment in 
view of the trend of the questioning of the witnesses that have 
developed. 

For whatever value it may have to the members of the committee, I 
think it is only fair for me to say in their consideration of how they 
may respond to the suggestion that we have a showdown on the matter, 
my recommendation to the President, if he should make an interim 
appointment, would be to make an interim appointment of some 
person other than Mr. Jones. 

Senator Kerr. I appreciate what the Senator said, and I know the 
committee appreciates it. I will say to him that, as far as the Senator 
from Oklahoma is concerned, he will not in any way seek to neutralize 
any recommendation he makes to the President. 

Senator Casr. I appreciate that. 

Senator Gorr. Mr. Chairman, I would like to say to the distin- 
guished Senator from South Dakota that any recommendation or 
suggestion he makes with respect to TVA will always receive my most 
serious consideration and sympathetic concern, because he has dem- 
onstrated over the years an awareness of the problems of the 5 million 
people who live in the TVA service area and a genuine concern for 
their welfare, and demonstrated a friendship to the basic concepts of 
the TVA and the program which it has brought about. 
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I want to thank him for his assistance and assure him that I know 
that any suggestion he makes is made in the interest of the TVA. 

Senator Case. Mr. Chairman, I apprec late that. I thought it only 
fair to state this at the beginning of today’s hearing, so that members 
of the committee might consider the situation during the proceedings 
today. 

Senator Corron. Mr. C hairman, if I may say this, it is not quite 
clear to my mind how this matter is being left; whether the Senator 
from South Dakota is going to move for consideration of this later, 
whether the Senator from ‘Tennessee is objecting to unanimous con- 
sent, or what the situation is. I think that we ought to take some 
action and vote this up or down. 

[ am just wondering if the Chair would consider: I think it is 
highly important that members of this committee who are free ought 
to “be here to listen to the statement by the distinguished Governor 
of Tennessee. I think we all ought to hear it. I “know some of us 
members are a little weary this morning. 

I wonder if the Chair would consider having the staff communi- 
‘rate with the members of this committee on both sides of the table 
and suggest to them that the Governor of Tennessee is testifying and 
that after his testimony is over a motion is likely to be made on a 

request for unanimous consent, and I would like to say that a motion 
is likely to be made that we vote on this. 

Senator Kerr. I will follow any suggestion the Senator makes, and 
notify the members of the committee. They have all been notified of 
the hearing. There is another witness besides the Governor of Ten- 
nessee who is listed here to be heard. 

Senator Corron. Speaking independently to the Senator from South 
Dakota, I am not suggesting that I would make a motion to shut off 
a witness who is going to testify here this morning. But if the mem- 
bers of the committee knew that at the conclusion of the testimony of 
the distinguished Governor of Tennessee that some kind of a deter- 
mination would be made as to when we would vote and whether we 
would vote—not necessarily vote at that instant—I think that they 
would be here, and I think it would be a good thing to do. I merely 
make that suggestion or request to the chairman. 

Senator Case. Mr. Chairman, having in mind the appointment that 
I hi ave between 10:30 and 11 I wonder if we could agree that at 11:15 
we might go into executive session, if the Governor of Tennessee and 
the other listed witness have concluded their testimony at that time, 
and that the members might be so notified ? 

Senator Kerr. I will say to the Senator that the first thing I would 
want to do in that regard would be to notify the chairman. 

Senator Casr. Of course, I include the chairman. 

Senator Kerr. He told me that he wanted to be here when any ac- 
tion is taken. 

Senator Case. The chairman certainly should be notified. 

Senator Kerr. I want to say to my friend from South Dakota, first, 
if he will look in the record, he will see the tribute I paid to him with 
regard to legislation and his legislation on TVA, and as far as I am 
concerned, it goes for all legislation that this committee has handled. 

I want to say to him, since the matter has been brought wp and dis- 
cussed so far, that I don’t agree with him on what I would do if I were 
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President or if I were Mr. Jones. You notice I didn’t say that I didn’t 
agree with the President. I said I didn’t agree with the Senator from 
South Dakota on what I would do if I were he. 

Senator Case. I understand. I appreciate the distinction. 

Senator Kerr. I want to tell you that there is a little difference. 

It is apparent to me that if the committee voted Mr. Jones out there 
would be the gravest doubt as to whether this Senate would act on it 
during this session. And if it did not, if I am not mistaken, then he 
would be in the same posture as though it had not been voted out, 
wouldn’t he ? 

Senator Case. I presume so. A nomination for permanent appoint- 
ment does not carry an interim appointment. 

Senator Kerr. So that if the committee voted him out, I think that 
the matter would at least be before the President for consideration as 
to aot or not he would make an interim appointment, 

I disagree with the Senator further as to the effect of an interim ap- 
pointment. It is apparent that as of today a good many of the Sena- 
tors in the Tennessee Valley area would have great hesitation to do 
other than oppose the confirmation of Mr. Jones if they were to vote 
on it this week or next week. I visualize the possibility that, if he 
were given an interim appointment and served in the time between 
now and the next session of the Congress, that he might have an op- 
portunity to get better acquainted with the valley and the people in 
the valley, and Senators and people in the valley might have a better 
opportunity to get acquainted with him. They might both find, upon 
such experience, that there was a greater affinity or community of 
interest between them than is now visualized by some as being the case. 

In which event, I would say that it might be an entirely different 
matter when we come back here after he had had 4 to 6 or 8 months of 
experience down there with the people, and they with him, as to how 
they might feel about the desirability of his being a member of the 
Board of Directors. 

Senator Case. In other words, you are suggesting a sort of trial 
marriage ? 

Senator Krrr. No, I am only remarking that an interim appoint- 
ment would produce esuch a situation. Who knows what might occur ? 

Senator Case. Certainly the distinguished Senator from Oklahoma 
is entitled to his opinion. 

Senator Kerr. You notice that I have referred to both your name 
and mine, and I said, who knows what might be the case and who knows 
what might occur. 

We will hear the Governor of Tennessee. 

Would you come around, Governor Clement ? 

First I would like to put in the record a tabulation of certain in- 
formation which was asked of Mr. Jones, with reference to fees paid to 
the accounting firm in which he was interested, by the Junction City 
Telephone Co., 1939 to 1942, and it is a statement to the effect that they 
never did any work for the Central Kansas Telephone Co., and a state- 
ment to the effect that the first work they did for Walter Fees, whose 
name is mentioned here, was 114, years after Mr. Jones had left the 
firm. 
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(The information referred to is as follows :) 


A. R. JoNnEs 


AvuGusT 28, 11: 35 a. m. 
Hardesty, of Topeka, called— 


In answer to Arnold Jones’ telegram, Mr. Hardesty called and stated as follows: 
Re Junction City Telephone Co., 1939 to 1942: Fees. 


In 1939 total fees collected were $56.44, for income-tax purposes, State and 
Federal. 

In 1940, $54.25 same. 

In 1941, $86.31 same. 

In 1942, a tax return protest. 

Hardesty said they broke this down into two parts because Jones left in August 
1942. 

Prior to August 1942, $236.10. 

After August 1942, $461.07. 

All were income-tax matters. 

They never did any work for Central Kansas Telephone Co, and— 

Eastern Kansas Gas (Walter Fees). First work in November 1943, 144 years 
after A. R. Jones had left. 

This is the only work they ever did for him. 

Senator Kerr. Governor Clement, will you sit at the end of the 

table and let us gaze with enraptured attention at your benign counte- 

nance and listen t to the words of wisdom as you w ill be disposed to give 
them to us. I will suggest that no questions be asked of the Governor 
until he has finished his: statement. 


STATEMENT OF HON. FRANK G. CLEMENT, GOVERNOR OF THE 
STATE OF TENNESSEE 


Governor CLement. Thank you very much, Senator Kerr. Up 
until this moment I had a great respect for the foresight and judgment 
of this committee, but the flattering statement that has been made in- 
dicates to me that the chairman is certainly more gracious than he is 
farsighted in judging the Governor of Tennessee. 

I am not sure that I have any words of wisdom to offer you. I do 
want to suggest this: I can sympathize with the Senate from a physical 
viewpoint this morning. I, too, have not seen a bed for the last 24 
hours. I had to stay up all night in order to get here. So any hesita- 
tion on my part does not indicate any reluctance or any lack of con- 
sideration for this committee. 

One other think I would like to say: For the first time I have had 
the opportunity—the distinguished Senator from Kansas has offered 
to introduce me to Mr. Jones—I met him a few minutes ago. This 
is the first time I had ever seen Mr. Arnold R. Jones. I was delighted 
to meet him, and I am more than delighted to have him hear what I 
have got to say. 

One other thing, which may or may not be a statement against 
interest, is this: I have not read all of the testimony which has 
been presented to this distinguished committee. 1 have had it made 
available to me, and I have read portions of it. Some was pointed 
out to me and some I glanced through myself. And I want it made 
clear at the beginning, in case anything I might say might be mis- 
construed, I am not here because of any thought at this moment that 
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Mr. Jones had done anything other than tell the truth and been frank 
in the statements he has made. And I am glad to be able to make 
that statement in his presence. 

_ But I do think that truthfulness is not necessarily that which jus- 
tifies a man to an appointment when the law is specific as to what 
qualifications he should have. 

Some of you gentlemen have seen me here before. Since the advent 
of this present national administration I have been in Washington 
many times before congressional committees. At one point I had just 
about established a reputation as a commuter. 

As most of you are concerned with the great conservation enter- 
prise of the Tennessee Valley, you know that those visits coincided 
with and were precipitated by periods of crisis for TVA during the 
past 5 years. These years have been increasingly difficult for the TVA. 

This administration and the private power interests have waged 
both cold and hot war on the TV A, submarine, and aerial attack and 
also attack by what we would consider infiltration. With a few ex- 
ceptions the battle has been going against the TVA. 

And cone notable exception was the recent action of the United States 
Senate in approving a workable revenue-bond bill by which TVA may 
continue to finance its vital power services to the valley and the Nation. 
I wish to congratulate the chairman and members of this committee 
and other members of the Senate who voted for that bill. The eco- 
nomic future of Tennessee and that of other States of the valley is 
deeply involved in the TV A’s ability to continue to adequately supply 
us with electricity. The TVA power production is, we believe, a sound 
low-cost operation that pays its way and can finance itself—if given 
the opportunity. 

But, as I have said, the attack on the TVA has been many sided and 
so its troubles are compounded. 

I have not been before a committee during the present session of 
Congress, and you may feel inclined to wonder why I come before you 
on this occasion when I tell you that I am not personally heretofore 
acquainted with the nominee under consideration. My reply, gentle- 
men, is that I do have knowledge of the sponsorship which has led 
to Mr. Jones’ nomination. Mr. Jones, we all know, comes out of the 
Bureau of the Budget, and is sponsored, we believe, by its Director, 
Mr. Brundage. I also have knowledge of some of the extremely dis- 
quieting things Mr. Jones has allegedly said about the TVA in his 
testimony before this committee. 

Mr. Jones has testified before your committee that he believes in the 
feasibility and wisdom of the TVA Act, but that he would be untruth- 
ful if he came here and represented that he was enthusiastic about 
it (transcript, p. 124). Looking at the concrete things which Mr. 
Jones has said and done about the TVA, I raise the question whether 
he is not one of the most unenthusiastic men about this institution who 
has ever appeared before your committee. Imagine what would hap- 
pen if the President nominated someone for Secretary of Defense who 
testified that he was not enthusiastic about this country’s defense pro- 
gram. I venture to say that not a single Member of the Senate, Demo- 
erat or Republican, would be willing to vote for his confirmation, Or 
imagine what would happen if a nominee for membership in the 
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Atomic Energy Commission were to come up here and tell you truth- 
fully that he was not enthusiastic about the atomic-energy program. 
You can readily see why those of us who over the years have shown by 
our deeds that we really do believe in the TVA and are enthusiastic 
about it, and you can understand why we are so troubled by this nom- 
ination of Mr. Jones, frank as he has been. 

Mr. Jones is not the first nominee for the TVA Board to be put for- 
ward by this administration. 

You gentlemen may recall that the present Chairman of the TVA 
Board, Gen. Herbert Vogel, has substantially—or did have, and I 
assume he did have—substantially the same sponsors in the admin- 
istration. 

I am sure you are aware of the fact that the Bureau of the Budget— 
from the first difference over the appropriational needs which Director 
Joseph M. Dodge developed by using figures given him by the Edison 
Electric Institute, through the Dixon- Yates deal of unhallowed mem- 
ory and on to General Vogel—has been the focal point of hostility to 
the TV A in the present administration. 

Now the Bureau would give us Arnold R. Jones, out of their very 
ranks. 

Moreover, gentlemen, not only did the administration propose Gen- 
eral Vogel, and the Bureau of the Budget sponsor him, lad this very 
subcommittee, as some of you doubtless recall, examined General Vogel 
and approved him for the job. You examined General Vogel—and 
let me add that he was very closely questioned about what he knew 
about the TVA Act and his attitude toward the institution and the 
philosophy behind it. You examined him, and those of you present for 
that examination will remember that he professed full sympathy with 
the philosophy and aims of TVA and professed a discriminating 
understanding of his responsibilities under the law. 

In view of their common sponsorship, in view of your examination 
of both of them and in view of the general similarity—as I will under- 
take to show—of the attitudes expressed by Mr. Jones and demon- 
strated by General Vogel, I believe that the record General Vogel has 
made as Chairman of the TVA Board over the past 2 vears in the 
Tennessee Valley is of significance to this investigation. In Vogel’s 
case his real attitudes became clear only after his confirmation by the 
Senate, whereas, in the case of Mr. Jones, the warning signals, gentle- 
men, are before you now. 

Gentlemen, I am not a technician. But I know what the TVA has 
been, I know what it is, and I know what it should be in the future if 
the act creating it remains unabridged on the statute books of this 
country. Iam one who believes in the feasibility and wisdom of the 
TVA Act. This belief is one that usually engenders a wholehearted 
enthusiasm for the TV A, its purposes and its accomplishments. I am 
no exception: I am enthusiastic about the TVA. I am enthusiastic 
about it because of its fine traditions, its high policies, its sound opera- 
tion and its great benefits not only to my State and to our region, but 
to this whole Nation, and in fact to the whole free world. 

This Government of ours has stockpiled ammunition; it has a store- 
house of trained men ready to defend this country in time of war. 
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And we found that through the TVA we had a storehouse of elec- 
tricity, controlled by the United States Government. And it served 
us well in our great hour of peril. 

I know how the people of my State of Tennessee feel about the TVA. 
They are enthusiastic for the same reasons that I have given. They 
are vitally interested in TVA and they are vitally concerned about it. 
They are deeply concerned about the appointment now before you. 
Indeed, I have never before seen the people of my State so generally 
disturbed over the qualifications of a nominee for the TVA ‘Board as 
they manifestly are about those of Mr. Jones. Gentlemen, most of 
them have not yet met him, but they judge by his answers to the 
questions as to whether he is qualified.” I might report that the people 
of Tennessee remember, as I do, that the TVA Board was created non- 
partisan, not bipartisan, and they believe, as I do, that it should remain 
nonpartisan. 

At least such was the case until the present Chairman of the Board 
took office. His coming has created conflict and difficulty in the proper 
functioning of TVA. 

Gentlemen, I am not saying anything I would not say, though IT am 
sorry I have to say it, if Gener al Vogel was here. General V ogel has 

visited me in the Governor’s office at Nashville. General Vogel and I 
have been together on more than one occasion. And I cannot do other 
than say that in my opinion the appointment of General Vogel to the 
TVA Board is one of the most tragic mistakes which has ever been 

made in connection with TVA. 

Gentlemen, General Vogel’s conduct of his office has been so question- 
able that I, speaking as Governor of the State in an address before 
the State Municipal League more than a year ago, made the following 
statement: 

I charge, out of a conviction reached with great reluctance, that since he was 
confirmed in his appointment to the Board of the TVA, Gen. Herbert D. Vogel 
has pursued a course of conduct in clear violation of the duty in that office. I 
assert that in the hearings preceding his confirmation he did not inform that 
committee as to his intentions and thus deceived the Senate of the United 
States which voted to confirm him. I believe that he threatens the integrity of 
the great agency he heads, that he had endeavored to destroy its independence, 
to frustrate its objectives, to suppress the facts in order to abet and aid those 
who would deliver the TVA to its enemies. I charge that he has violated the 
oath of office he took in professing belief in the feasibility and wisdom of the 
TVA idea and in committing himself to the protection and promotion of the 
institution it represents. 

I proceeded to substantiate that indictment from a public record 
that is equally available to your gentlemen: the hearings before 
committees of Congress. As a brief of this evidence, I will be glad, 
if you desire, to submit a copy of my address for the record. 

It has been the actions on the part of Chairman Vogel that I 
referred to in that address and his subsequent actions that have 
alerted the people of Tennessee and the valley generally to the 
necessity for scrutinizing most carefully the qualific ations and bent 
and past associations and real intentions of any future nominee. 

Gentlemen, I would like to interrupt to say this: So far as I know, 
General Vogel has never taken any part in any political affairs in 
Tennessee. I have never had any personal disagreement with 
General Vogel at all. I am not here on any personal basis. I have 
never asked him nor anyone else, nor have I permitted anyone in my 
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name to ask, for one single job in the TVA. My attitude toward 
General Vogel is based strictly on his appearance before the Senate 
committee and on his record as Chairman of the TVA Board. 

In the course of this scrutiny of Mr. Jones, we have learned some 
things which leave us with the firm conviction that the Senate 
ought not to approve this nomination, or certainly at least, ought to 
hesitate, examine, and consider the matter carefully before acting. 

I would like to compare with you some of the views of General 
Vogel and those which I understand Mr. Jones has expressed to this 
committee. Mr. Jones has said to you that he believes in the feasi- 
bility and wisdom of the TVA Act—indeed, if he were not willing to 
say this, the TVA Act itself would forbid him to be appointed to the 
Board. General Vogel said the same thing, in emphatic terms, 
without reservation. 

1. Mr. Jones has told you that he agrees with the principles set 
forth in the letter to Senator Chavez which Mr. Jones signed, as 
Acting Budget Director, on April 29, 1957—transcript page 46. ‘The 
first of those principles, as I read it, would give the Budget Bureau 
control over all TVA bond issues. The letter also proposed to take 
away from the TVA Board the freedom it now has to use its power 
revenues to add units at existing steam plants. Mr. Jones has said 
he agrees with those ideas. General Vogel has made his agreement 
with those ideas known. Gentlemen, I say to you that if those two 
amendments to the TVA Act were ever accepted by the Congress, 
TVA would be in the hands of the Philistines. With the Budget 
Bureau stopping all TVA appropriation requests for the starting of 
new generating plants, as it has for 4 years; and with TVA deprived 
of the right to use its own revenues, where would TVA go for funds 
to add more power capacity? You may say that it will have the 
authority to issue bonds, if and when the TVA revenue bond bill 
passes the House. I say to you, respectfully, that if the Budget 
Bureau version of the revenue bond bill passes the Congress, the 
Budget Bureau will have control over all TVA bond issues. And I 
would express to you my conviction that a Budget Bureau which 
hatched Dixon-Yates, a Budget Bureau which has stopped TVA 
appropriations for 4 years, is not likely to approve TVA bond issues 
with a great deal of pleasure and pride. But Mr. Jones says TVA 
can live with Budget Bureau control over TVA bond issues; he 
agrees with the principle of Budget Bureau control of TVA’s every 
source of funds. 

2. In communications with this committee, General Vogel has said 
that while he considers the Kerr bill the best for flexibility for TVA, 
he generally thinks the committee should take the Budget Bureau’s 
bill. Mr. Jones has said virtually the same thing here, I am informed. 
He has stated that while he prefers the management flexibility of the 
Kerr bill as passed by the Senate, he feels TVA could live with the 
Budge Bureau bill—transcript pages 63, 263. These men can give 
lip service to both of the opposing plans. 

3. General Vogel has agreed with the Budget Bureau that TVA 
should not have the freedom to use its own power revenues to add units 
at existing steam plants. Mr. Jones has told this committee that while 
he would prefer that TVA keep this right, he again feels that TVA 
could live with the Budget Bureau proposal which would take that 
freedom away from the TVA Board—transcript, pages 101-102. 
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4. General Vogel has consistently sided with the Bureau of the 
Budget, against the majority of the TVA Board. Mr. Jones has testi- 
fied that he feels he can iron out the difficulties in a very simple manner: 
he has agreed with the Budget Bureau. How Mr. Jones might iron 
out the differences with the Budget Bureau gives us equal concern. 

5. General Vogel has gone around the Tennessee Valley making 
speeches and statements that this administration has added more 
power-generating capacity to the TVA system than any other ad- 
ministration. He does not explain that all the power capacity that 
has gone into operation during this administration was either ap- 

roved under the previous administration or was added through 

VA’s use of its own power revenues—a thing General Vogel, who 
boasts of it, opposed. We find Mr. Jones offering similar sort of talk, 
saying that more money has been spent on power in the past 5 years 
than in any 5 years in TVA’s history—transcript, page 11. We like 
to believe that is a statement of frank truth, that Mr. Jones has not 
examined the record to find out the truth which I have just stated. 
It seems evident that Mr. Jones, disregarding the plain fact that the 
Budget Bureau has recommended no additional generating capacity 
for the past 4 years, is echoing the same line that General Vogel has 
taken, and may be influenced by the same people. 

So we find that Mr. Jones agrees with General Vogel on major issues 
involving TVA; we find that Mr. Jones has been subjected to the 
same Budget Bureau brainwashing—and I use that for lack of a better 
term and not in any way that it may have been used heretofore—that 
General Vogel so quickly and readily succumbed to; and we find that 
while Mr. Jones makes some very pleasing generalizations about be- 
lieving in TVA and wanting to preserve it, his answers to questions on 
specific and vital TVA policies contradict and pervert the generaliza- 
tions he makes. 

General Vogel and Mr. Jones together on issues would control the 
TVA Board. And in view of the record, it appears that these men 
would turn that control over to the Budget Burea, thus sacrificing the 
a agency concept which the Congress wrote into the TVA 

ct. 

The testimony you have received, according to accounts I have seen, 
shows two things: That Mr. Jones asked for this job; and that he was 
promoted for the job, as I have said, by Mr. Brundage, Director of the 
very Budget Bureau that has been proven to be most unfriendly to 
TV A—transcript, pages 36-37. 

Gentlemen, it stretches the imagination to the breaking point to 
believe that Mr. Brundage would accept and recommend a man for 
the TVA Board of Directors whom Mr. Brundage felt would not 
acquiesce in the policies of the Budget Bureau. As Governor I have 
certainly not recommended for appointment, nor have I appointed 
knowingly, 2 a who I thought did not believe in the things I 
professed to believe in, and in the things I wanted to see accomplished. 

It seems obvious to me that Mr. Brundage recommended Mr. Jones 
for one reason—he thought Mr. Jones could do the job the Budget 
Bureau wanted done, in the same faithful and undeviating manner as 
General Vogel has fought to do over the opposition of the other two 
TVA Board members. 

This one appointment, if confirmed, would enable the Budget Burean 
and the White House to do something they haven’t been able to do with 
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the consent of Congress, something which indeed Congress has erected 
roadblocks to keep the Budget Bureau from doing: namely, shift the 
real control—the financial control and the control of management 
functions—from the TVA Board, where it has functioned so well, to 
the Budget Bureau. 

Let me say that I hope your deliberations on this matter will be 
based on the same principles as your consideration of the self-financing 
bill—that is, that TVA is an independent agency, that it should be 
subject to the will of Congress, but that within the limits of con- 
gressional control the TVA Board should have the authority that 
logically goes with the responsibility and accountability. I hope you 
will determine whether you feel Mr. Jones will conscientiously do his 
part in making the self-financing bill the instrument for the success- 
ful continuation of TVA that you meant it to be. Especially do I call 
your attention to his expressed views on Budget Bureau control over 
TVA bond issues, which I understand both this committee and the 
Senate rejected on bipartisan votes. 

Next year TVA will observe its 25th birthday. At the age of 25 
this largest Government corporation will be valued at something 
around $2 billion. It will have made a record that in my opinion is 
unparalleled in the history of a public enterprise. It will find its 
pattern of multipurpose development of a region’s resources being 
copied in many parts of the world. Hardly a month passes, gentle- 
men, that someone from some other section of the world doesn’t come 
through Tennessee, and when we offer them transportation, a highway 
patrolman to go around with them, a chauffeur, a stay at the Gov- 
ernor’s residence, whatever we have to offer, the one thing that seems to 
coincide with all these people is they want to see the TVA. In South 
America I was asked about two things, over and over: One, the late 
Cordell Hull; and the other, TVA. Throughout every country from 
Panama south. And I traveled in every one of them except one 
Paraguay. 

In Canada they questioned me about the controversial issues of the 
day which the South is involved in, plus TVA. They wanted to talk 
about newsmen, radiomen, TVA men, wherever I went. 

It will find itself the sole supplier of electrical energy to a popula- 
tion of nearly 6 million people. It will be engaged in a multiplicity 
of functions placed in its hands by the Congress. It will have made 
an enviable record in flood control on the Tennessee River and its tribu- 
taries, and incidentally on the Mississippi River, too. It will have 
wiped out malaria; it will have worked with State and local agencies 
on reforestation, fertilizer experiments, public health, better use of 
the soil, and in many other ways. 

In brief, at the age of 25 TVA will find itself to be a phenomenally 
successful regional development agency ; to be a significant asset to the 
Nation: and to have been a remarkable example internationally of 
man’s ability to improve his well-being through improved use of his 
God-given natural resources. 

Permit me to add a few words concerning the high duty which we 
feel the Senate of the United States owes to the people of the United 
States in this matter. All of us in public office are constantly mindful 
of our grave responsibilities. I know that this is true of myself as 
Governor of the State of Tennessee, and I am sure it is equally true of 
every one of you, be you Republican or Democrat, as Members of the 
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United States Senate. It is the United States Senate, and the Senate 
alone, in whom the Constitution places the responsibility for advising 
and consenting to the nominations which the President of the gre: test 
Nation in the history of the world may make. 

Membership on the Board of the Tennessee Valley Authority is a 
public office of exceptional importance. Your committee now has be- 
fore you the nomination of Mr. Jones to a vacancy existing on that 
Board. From the voluminous testimony which has been given before 
you—including the very strange testimony of Mr. Jones himself—it 
must be clear that the most serious questions have been raised concern- 
ing the fitness of Mr. Jones, from the standpoint of his own expressed 
attitude, to occupy this seat on the TVA Board. 

The Senate is now in the closing days of this session of Congress. 
Certainly no Senator ought to be asked, we think, to vote upon this 
most important nomination without having a genuine opportunity 
to make a full and careful examination of the transcript of testimony 
which has been taken before your committee. 

I would like to divert to say that this certainly, this last statement I 
made, represents no effort on my part to engage in controversy with the 
distinguished Senator from South Dakota who brought up this very 
point, I believe, a few moments ago, because as you know, my testimony 
had already been typed before I came into this room. I would hesitate 
to make that statement if it should be thought that I, as Governor, or 
as a witness, would come in here and attempt to take over what rights 
exist between Senators who — these points. I did not know he 
was going to bring the point up; I did not know the discussion was 
going to be held, but I had this, and I took the liberty of going ahead 
and making the statement which I had in mind on the basis of my 
conversations with my staff from Florida yesterday. 

In my opinion, any man—Mr. Jones, the estimable gentleman that 
he is, or anyone else—who serves on the TVA Board of Directors 
should be of a caliber to fit the tremendous responsibilities that go with 
the job. This is one of the biggest things in the country. It is one of 
the most important. Asa matter of fact, one writer has called TVA 
quite possibly the greatest American invention of this century. In 
considering this nomination, or any other nomination to the TVA 
Board, I urge you to assess the heavy and unique responsibilities of a 
TVA Director, and to weigh the man against the weight and the size 
and attitude necessary, to perform those duties pl: aced upon a TVA 
Board member by the Congress itself. 

I have taken longer than I intended. You were most courteous 
and Iam grateful. 

I donot qualify as an expert in any field but I do qualify as one who 
is sincerely interested in his own right as a representative of 314 
million people in 1 of 7 States, considering the fact that TVA means 
so much to us, and the fact that it means so much to the rest of the 
country and to the whole free world. 

If there is any question, Mr. Chairman or members of the committee, 
which I can answer, or any other information I can give, either now 
or later, it will be my pleasure to do so. 

Thank you very much for your courtesy. 

Senator Kerr. Thank you, Governor, for your statement. It was 
forthright and frank. 
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You heard what the Senator from South Dakota, who is a known 
and proven friend of TVA, said about the situation that now exists in 
that TVA has but one Board member. He appropriately acknowl- 
edged that he recognized the authority of the President to make an 
interim appointment which would change that situation, but that he 
felt that, in view of the fact that extended hearings had been held— 
and so far as I can remember, they have been the most extended that 
have ever been held by this committee since I have been a member 
of it—he felt that the matter should be acted upon. Do you have any 
comment on that other than what you have already said? 

Governor CiemEnt. Senator, I don’t know what I can add to it. 
I would hesitate, unless it was the desire of the committee, to go beyond 
what I have said because I feel it gets into a field that is exclusively 
your own prerogative. 

I would like to observe, however, that the President, if there is any 
fault to be found with the situation which exists—and I think there is, 
it is somewhat deplorable that General Vogel sits there as one man— 
the President has Sosa aware of this situation. 

The President himself is the one who had the responsibility of 
making a nomination and bringing it to the attention of the Senate 
just as soon as possible. I believe he described Mr. Jones, if I read 
his words correctly, as “the most capable, disinterested man I could 
find.” Of course one may put one interpretation on those words, and 
one may put another. 

But I was 1 ss and I say this at the risk of siding with the 
chairman and maybe not with two of the other distinguished members 
whose remarks were very apt—I was impressed by what the chairman 
had to say earlier about the fact that you—whether you offered any 
advice or not, as I remember—would not advise Mr. Jones against 
accepting an interim appointment. I think it would certainly be much 
better if this committee could hesitate on taking any formal action 
until the committee has had an opportunity, and other interested 
Senators who are not ever serving on this committee, but some who 
are here today, could have an opportunity to reexamine this testimony 
and consider Mr. Jones’ qualifications. I would hope that there would 
be no hasty action. 

Senator Kerr. Do you realize that, if Mr. Jones is not confirmed, 
another will be appointed by the President? 

Governor CLEMENT. Yes, sir. 

Senator Kerr. Or that the President will appoint Mr. Jones as an 
interim appointee. A stalemate could develop here in which the 
President could make appointees who would serve during an interim— 
I believe until the next Congress adjourned, wouldn’t it, Senator 
Hill? 

Senator Hitz. That is my understanding of the law, Mr. Chairman. 

Senator Kerr. And failing confirmation, the President himself 
could appoint another or other interim appointees. So that the 
choice might not be between Mr. Jones and somebody that you or the 
Senator from your area would desire but between him and somebody 
else that the President might appoint. 

Governor CLemMeEnt. The chairman has correctly stated the situa- 
tion that has disturbed me no end. However, on the one hand, I 
don’t think those interim appointments would be for a 9-year period. 
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Senator Kerr. That is correct. 

Governor Ciement. Secondly, I just don’t like the idea of the 
President or anyone else saying to the United States Senate that you 
will either accept a gentleman who I have sent over there, who will 
frankly tell you that he is not enthusiastic about TVA, or if you 
don’t accept him, by implic ation, though I don’t say it, I will probably 
be expected to proceed to give you someone less desirable. And T 
don’t think that the Senate, nor any of the rest of us, should be 
made a party to that by inaction or otherwise. 

I hope I have made clear one point, and I say this at the risk of 
being repetitious, but I think it is always good to risk being repeti- 
tious if you are testifying strongly, as I have tried to do this morning, 
about a man and his background, bec: ause I don’t want anyone leaving 
any implication about me which is not fair, and I won’t do it about 
anyone else unnecessarily. 

I know nothing bad about Mr. Jones from my own knowledge. 
Secondly, from what I have read of the testimony here, I think he 
has been frightfully frank; we might put it that way. I think it is 
good that a man tell the truth. 

But gentlemen, if you needed someone to head up the Corps of 
Engineers this morning, and you called me in and asked me to testify 
about it, if I told you the truth I would completely disqualify myself 
in the first few statements that I made. I would have to, because I 
know nothing in the world about engineering. 

I might say that I am sympathetic with the idea but don’t know 
enough to be sympathetic with it. 

I do not think Mr. Jones can become enthusiastic about the TVA 
on the basis of his own statement that he has made. But I do want to 
remove from the record any thought that I base that upon anything 
which I think he has said which was not truthful. 

I have never met Mr. Jones before. I found him a very delightful 
personality when I met him this morning. 

Senator Kerr. I want to say to the Governor, as I have said here 
before, that I put a different interpretation on what Mr. Jones said 
about not being enthusiastic about the TVA than I believe the 
Governor puts upon it and that some others have put upon it. 

I remember in 1952, the Democrats nominated a man for President 
who had not enthusiastically sought the nomination, but who, I be- 
lieve as he expressed it, after going through the valley of great 
travail and considering the call that had been made upon him, ac- 
cepted the nomination and then made a tremendously vigorous effort 
to be elected. 

As I have understood Mr. Jones’ remarks in that regard, it was that 
coming from the broad prairies of Kansas and the Middle West, having 
been engaged in activities in no way connected with the TVA, and 
activities which made it difficult for him to be acquainted with it, and 
having had no opportunity to be acquainted with it, that naturally 
he had not given the program any considerable consideration but that 
he was, after getting the information that he did, an applicant for 
the post and happv to have the appointment, and that he would put 
all the vigor he had into doing the best job he could in being a member 
of the Board of Directors. 

I would like to ask the Governor this question. Suppose that the 
committee does not act, or that the committee acts and the Senate 
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does not act, and then that the President makes an interim appoin- 
ment appointing Mr. Jones, and he comes down to the Tennessee Valley 
area and begins to serve as a member of the Board with the expressed 
desire to get acquainted with the program and the people in the valley 
in the hope that he and they might find a ome of agreement and 
common viewpoint and that he might be able to help develop a spirit 
of harmony and cooperation where he could work for the program 
in which they are so vitally interested in a manner acceptable to them. 

You being the Governor of the State that has such a large area of 
that. which is served by the TVA and such an able leader in the State 
and the area, what would be your attitude toward helping him get 
acquainted with the people in the program and then get acquainted 
with him on the basis of an open mind and frank appraisal of his 
attitude as expressed in the job and taking it into consideration along 
with the statements he has made to this committee as to whether or 
not he would be an able and acceptable Director or not? 

Governor CLEMENT. That is a splendid question, Mr. Chairman, and 
I appreciate your fairness in asking it, and your foresight in giving 
me an opportunity to answer it. I will answer it just as straight- 
forward as I know how. 

First of all, I will be Governor for 16 more months—161/4, to be 
exact. During that time it will be my privilege and my pleasure to 
come back before this committee, or any group who might receive my 
testimony, and testify frankly on the basis of the record if that situa- 
tion exists. I can assure you, the committee, and Mr. Jones, the 
President or anyone else, that I have not in more than 414 years 
asked for one favor, personally or politically, of anyone connected 
with the TVA Board. Neither would I expect to do so of Mr. Jones. 
We would consider it our duty if he would permit us, as we tried to 
do in the case of General Vogel, to introduce fie around to the people 
who are interested in TV A, whether people who are for it or against 
it, and we would do everything we could to make his stay as pleasant 
as posisble, and whether we agreed with him officially on the basis of 
the record he made as a TVA Board member or not, we think we 
could assure him in advance that he will spend 1614 months of the 
finest time that he ever spent in the greatest State of them all. 

So we would certainly welcome him; we would do everything we 
could to help him. 

Senator Kerr. I want to say that I had not intended for the Gov- 
ernor to take advantage of my question to make the last statement that 
he did, but I can understand it, and I don’t want to get into any argu- 
ment with him. 

Governor CLement. If I went beyond what I should in making 
statements as a speaker, I can only say this to Senator Kefauver, 
Senator Gore, and the rest of you: 

The first inspiration I had to try to make a political statement that 
sounded good, and that people liked, was when I heard a man by the 
name of Kerr, from Oklahoma, make a speech a good many years 
ago over the radio that I have never forgotten. 

Senator Kerr. I want to thank you for that. 

Governor CLEMENT. It is true. 

Senator Kerr. You put the Senator from Oklahoma in just exactly 
that same posture with reference to the present Governor of Ten- 
nessee when you made your speach. 
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Governor CLement. Thank you, Senator. 

If there is anything else that the rest of you would like to say about 
the Senator or me, we would be glad to hear it. 

Senator Kerr. The record is open for anyone who wants to put a 
statement in the record. 

Would the attitude of the Governor and the people down there be one 
that is open—and I want to say that I ask this question believing that 
the answer would be an enthusiastic “Yes,” because I know the people 
of Tennessee and their fairness and their openmindedness and their 
great generosity—do you think that there would be a real and ef- 
fective opportunity accorded Mr. Jones to get acquainted with the 
people and they to get acquainted with him, and then for them to 
make their judgment on the basis of what he does as well as how they 
may have interpreted the things he said ¢ 

Governor CLEMENT. Senator, the answer is an enthusiastic “Yes.” 
I want to make this clear. We have a good many people here today 
from Tennessee who are really the big people interested in TVA. 1 
am not suggesting that the President should make an interim ap- 
pointment, No. 1. 

No. 2, on the basis of what I have said here today, I am certainly not 
suggesting that I think Mr. Jones would qualify as a member of the 
Board. 

But on the basis of the hypothetical questions I understood which 
you asked me, that if the President made an interim appointment, if 
Mr. Jones came down there, would he be given these opportunities, | 
can promise you that I will go out of my way as Governor, as a citizen, 
and as a TVA supporter, to do everything we can to cooperate with 
him, to help the people get to know him, because after all, in following 
up the implications of the chairman’s question, Mr. Jones, if he should 
get an interim appointment, deserves the right to have more than one 
person, be he Governor or otherwise, to be in a position to pass upon 
his attitude and upon his qualifications. 

I know that Senator Kefauver, Senator Gore, and our Congressmen 
and others, whoever comes down there, will hope as I hope that they 
demonstrate an attitude which we can go along with. 

Going along one more statement, General V ogel came down. We 
tried that. And in fact in my office, in the presence of newsmen, I 
remember a question came up and I told General Vogel—I believe 1 
or 2 of these gentlemen were there at the time—that I hoped we would 
have an opportunity before he took any firm position to talk with 
him about the future of TVA and all. I know I was ‘alling Senator 
Hill during that time, and others, in addition to our own Senators. 

General V ogel assured me that we would have the opportunity to 

talk, and he was never back in my office nor was I ever invited to his 
office to discuss anything concerning TVA. 

We regretted it because he was there and we wanted the opportunity 
to discuss things with him, whether he agreed with us or disagreed 
with us. 

But Mr. Jones has impressed me by his friendly manner, and we 
certainly would do exactly what the chairman implied he would want 
us to do if he had the opportunity. 

Senator Kerr. I think the Governor is a great Bible student. Who, 
in your judgment, was the greatest leader the Jewish people had in the 


days of their early history ¢ 
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Governor CLEMENT. Well, I suppose the natural answer to it would 
be Moses. Wecan come on up and find that Joshua was there later, and 
I believe Caleb. We are impressed by the fact, Mr. Chairman, that 
he asked not for the valley country nor the plains but to give him 
the fortress up there in the mountains where the giant supposedly 
dwelt; that if the Lord wills it to be, as I remember it, he said it will be, 
period. So he said it makes no difference how many giants there are, 
how many cities they have. So Caleb, together with one other man, I 
believe it was Joshua, comprised the minority report which was de- 
livered when the 12 spies went out. The other 10 gave a majority 
report which was not the right report. Caleb impressed me a lot. 

I suppose, if a man is going to conform, he ought to say Moses. 

Senator Kerr. Do you remember the conversation between Moses 
and God at the burning bush ? 

Governor CLEMENT. I remember reading about it; yes, sir. 

Senator Kerr. Did you ever read of a more reluctant appointee to 
any assignment in your life? 

Governor CLement. There is no question about that. Of course, you 
brought me down to a little more modern history that I remember a 
little about, and I think the chairman remembers the great personal 
and political affection I had for the distinguished candidate for Presi- 
dent on the Democratic ticket in 1952 and 1956, but as you mentioned, 
his reluctance—I couldn’t help but remember also that he didn’t get 
elected. I don’t know that there is any connection between those two 
things. 

Mr. Jones, I understand it, has sought this job, and I was a little 
bit disappointed that he didn’t know about the details of the Dixon- 
Yates deal. Almost any farmer, laborer, businessman in Tennessee 
knows about Dixon- Yates. 

Senator Kerr. The witness said he knew what he had read in the 
paper, but he said he didn’t know what went on in the Bureau of the 
Budget at the time. In all fairness I want to say to my friend from 
Tennessee that I was quite interested in that matter, as were your 
Senators, and while they got a great deal of information about what 
went on in there, I am of the opinion that not even they, with all the 
vigor they demonstrated, yet know all that went on. 

Governor Cement. I cer tainly like to admit when I am wrong and 
I certainly agree. I am not certain that any of us know all that 
went on there. 

I was a little concerned also about Mr. Jones’ lack of knowledge 
about the electric power advertising program. I am testifying now as 
to things that I picked up either by glancing at the transcript, which 
was made available to me by some of my staff, or by the newspapers. 

Senator Kerr. In that regard, I think his answer there would have 
the general approval of those who feel as you and I do about that. 
He said he had seen them but he paid so little attention to them that 
he didn’t know what was in them. 

Governor Crement. May I take time out to congratulate Mr. 
Jones, because I didn’t know the details about that. 

Senator Kerr. He paid so little attention to the details that he 
couldn’t tell what was in them. 

Governor CLEMENT. They upset me a great deal because I didn’t 
know what was in them and they didn’t seem to be at all favorable to 
TVA. Iam glad they didn’t impress Mr. Jones unfavorably at least. 
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Senator Kerr. Let’s get back to Moses. 

Governor Ciement. And the burning bush. 

Senator Kucuer. What part does Mr. Jones play in this analysis? 

Senator Kerr. The distinguished Governor has indicated some 
doubt as to Mr. Jones’ worthiness because of his lack of enthusiasm 
about the TVA and the program. 

Senator Corron. Jones is the burning bush; isn’t he? 

Senator Kerr. No. 

Senator Kucuex. No, I think Jones is Moses. 

Governor Ciement. I don’t accuse Mr. Jones or General Vogel of 
burning the bush. I want that understood. 

Senator Kerr. I will say this, that he has been closer to it, I think, 
than Moses got to that one. But as I remember, Moses positively 
declined. He said he didn’t want to go, and he being a fugitive from 
justice at the time I think he was afraid to go. 

You remember, I am sure, that God performed some very am: zing 
miracles there and continued to ur ge that Moses accept that assign- 
ment. And finally Moses said, “T can’t even talk. If I go back 
there, those people won’t have any confidence in me. They won't 
pay any attention to me, and I will fail in this assignment.’ 

Of course, as you remember the will of God ev entu: ally prevailed 
and Moses accepted the assignment and I think you are right, I think 
he became the greatest leader in the histor y of that people and one of 
the greatest leaders in the history of the world and did an amazingly 
good job in the assignment with reference to which he manifested 
great reluctance when it w as discussed with him and he was first urged 
to accept it. 

Governor Ciement. There is no question about the accuracy of 
what the chairman has just stated. I do remember, I seem to remem- 
ber, though, that while Moses showed great leadership and evidenced 
it throughout, that he was taken from Dan to Beersheba and back 
again, but they never let him go into the Promised Land. 

Senator Kerr. That is very true. Do you remember why? 

Governor CLEMENT. Yes, sir. 

Senator Kerr. It wasn’t because of any enthusiasm he had for 
doing the assignment or leading his people or making it possible for 
them to get there; was it? 

Governor CLEMENT. That is right. You are absolutely right. And 
I remember during that period even his brother, I believe, was the 
priest, the sister Merriam—wasn’t that who it was? They even let 
him down on one occasion there. He had real troubles. But he came 
through all of them. 

Senator Kerr. I want to tell you, Mr. Humphrey and Mr. Burgess 
were not the first men in history who ever set up a golden calf. 

Does the Senator from Tennessee have any questions? 

Senator Gorr. Mr. Chairman, I would first like to observe that I 
hope the people of the Tennessee V alley will not be 40 years in the 
wilderness. 

Senator Kerr. It was not Moses’ fault that the people of Israel 
were. 

Senator Gore. I would like, if I may, to defer to Senator Case, who 
has been absent from the committee because of the illness of his mother, 
to question to whatever extent he may desire the Governor of 
Tennessee. 
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Senator Kurr. The Senator from South Dakota. 

Senator Case. Governor, I heard the first part of your statement, 
and I have read all of it with interest. 

Governor CLEMENT. You are very fortunate you didn’t have to hear 
all of it, or lucky. 

Senator Casz. I was wondering what you meant by what you said 
on page 4 of your statement “in view of your examination of 
both of them.” Did you think that the examination of General Vogel 
was deficient in some respects ? 

Governor CLemeEn'. No, sir; I can’t say that, and I did not intend 
to leave any implication that this committee or the Senate had failed 
in its duty whatsoever in examining General Vogel. If I did leave 
that implication, I would like to correct it. 

I do feel, though, that while the examination of General Vogel did 
not develop the frankness which Mr. Jones has shown here, General 
Vogel has shown himself certainly to be less than enthusiastic about 
the TVA as we understand it. On the other hand, during your 
absence I, on more than one occasion, Senator Case, took out time to 
remark that under no sense of the word am I attempting to say from 
my viewpoint that Mr. Jones has been anything less than truthful with 
you in the answers he has given, but that truth alone does not qualify 
a man for membership on a Board like this which specifies what his 
qualifications shall be. I hope I have answered your question. 

Senator Casr. Governor, I was a little bothered to know how we 
might proceed. You said you examined Vogel in one paragraph, and 
in the next you said, “In view of their common sponsorship, in view 
of your examination of both of them,” and then you go on to make 
your comment about General Vogel. I don’t know just how we are 
going to conduct this unless this committee conducts the examination. 

Governor Ciement. I have not attempted—lI am not sure I under- 
stand the question, sir—I have not attempted to leave the impression 
that the committee should not conduct the examination, or that any- 
one else should, or that the committee has been derelict in its duty so 
far as your examination is concerned. But I was merely referring to 
the record of their common sponsorship, wherever it took place. 

We now know that General Vogel certainly is a favorite of the 
Budget Bureau, and certainly Mr. Jones’ sponsorship lies there. And 
the committee has examined both of them. And we found that even 
in spite of General Vogel’s protestations he has turned out as one who 
certainly is less than enthusiastic about TVA, and that word itself 
has been used by Mr. Jones. So I was referring to that. 

Senator Case. What would you suggest the committee do? 

Governor CLemMeNt. I beg your pardon ? 

Senator Casr. What would you suggest that the committee do? 

Governor CLEMENT. I would suggest that the committee proceed 
along the same lines it is proceeding. I think the committee has shown 
its ability, awareness. I have no suggestions as to procedure which 
have not been followed. But I would not suggest that the committee 
at this time confirm Mr. Jones. I think procedure is one thing, and 
the final result is another. 

Senator Casr. But you think in some respects we failed in our 
examination of General Vogel to develop what we should have de- 
veloped? 
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Governor CLEMENT. No, sir; I can’t say that. You can’t put words 
in General Vogel’s mouth or in the mouth of anyone else. I c: an’t say 
that. I just think that General Vogel either then failed to give the 
committee, when given an opportunity to do so, a full testament as 
to his attitude, or else his attitude has changed since then, one or the 
other. 

Only General Vogel can answer that. I don’t like to look upon 
nominations made by the President of the United States, of men to 
high offices like this, as necessarily requiring a cross- examination by 
the committee. I think it is ver y proper that the committee proceed 
as you have in asking these questions, but I think you have a right to 
expect men of that caliber to give you a full and frank expression of 
their attitude. 

Senator Case. And you have said that in this instance you think Mr. 
Jones has been franker with the committee than General Vogel ? 

Governor CLiement. Will you repeat that, please 

Senator Case. You are giving us the impression that you think Mr. 
Jones has been more frank with a committee than General Vogel ? 

Governor CLteMEent. Yes, sir; I do think that. I think honesty re- 
quires me to say that. However, we must remember that General 
Vogel did not come out of the Bureau of the Budget. Mr. Jones does. 

Senator Case. I note in the statement you made before the State 
Municipal League more than a year ago you say: 


I assert that in the hearings preceding his confirmation— 





referring to General Vogel 
he did not inform that committee as to his intentions and thus deceived the Senate 
of the United States which voted to confirm him. I believe that he threatens the 
integrity of the great agency he heads— 


and so forth. 

Governor CLEMENT. Yes, sir; I made that statement. 

Senator Casr. In w ie at respect do you think General Vogel threatens 
the integrity of the great agency he heads? 

Governor Crement. In the first place, I think his actions prove, 
Senator, that he does not subscribe to the principles of the belief in the 
TVA which I understand the act requires him to do. Secondly, he 
has not shown a spirit of cooperation of the type which Senator Kerr 
was kind enough to ask me if we would try to show Mr. Jones in the 
event he got an interim appointment or he came down there. We 
tried to show the same thing to General Vogel. I have men in this 
room who were standing there listening to it when I told him, talking, 
we were standing up, he was getting ready to leave, that my one hope 
was that he would be able to get together and talk and be advised in 
advance of what recommendations he might make, or what his inten- 
tions were in dealing with the Budget Bureau and what not, and he 
promised me solemnly, in the presence of those people, that we would 
get together and we have not. 

Senator Casr. Then in the same statement you say: 


I charge that he— 

again referring to General Vogel— 

has violated the oath of office he took. 
Do you still believe that ? 
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Governor CLEMENT. In professing, I said “believe in the feasibility 
and wisdom of the TVA Act,” yes, sir. Ido believe that. I wish that 
he would do something different. 

Senator Case. Without regard to on what score, did you say that you 
believed he violated the oath of office he took ? 

Governor CLement. I said “in professing belief in the feasibility 
and wisdom.” I think a hundred days and a hundred nights of the 
record of TVA under his generalship, Senator, would prove it. I will 
be glad, if it would please ‘the Senator, to compile a statement specify- 
ing r these facts if you would like, and file i it with this committee. 

Senator Case. ‘Are you suggesting that he be impeached or that re- 
moval proceedings be instituted ? 

Governor CLemMent. I think it would be somewhat presumptious 
with such able representation in yourself and the other gentlemen sit- 
ting on this committee 

Senator Casr. You are the one who is making the charge. Iam ask- 
ing if you think your charge is serious enough that proceedings of that 
sort should be instituted. 

Governor CLEMENT. I think my charge is very serious. I remem- 
ber, Senator, a few years ago when I served as an FBI agent, I 
remember one thing we never did: We never did tell the district 
attorney what he should do. We presented the facts to him. I am 
offering for the file this speech I made, plus an additional supplement 
if the Senator or anyone else would like, with this committee. But 
no FBI agent ever told the district attorney what he should do. I 
look upon this committee as the responsible agent, and if we have 
facts to bring to your attention, I think it is our ‘duty to do so. 

Senator Case. If ] may make an observation, with your permission, 
you didn’t, in that statement, present facts. You said “I charge,” 
which is a conclusion. 

Governor CLEMENT. Yes, sir; that is correct. 

Senator Casr. You took the position there of making a definite 
charge. 

Governor CLEMENT. Yes, sir. 

Senator Case. That : man had violated his oath of office. 

Governor CLemEent. I did make that charge; yes, sir. 

Senator Case. I am going to ask you this: In view of what you 
have read and what you had studied about Mr. Jones, and what you 
have heard and your impression of him, do you mean to imply from 
what this committee has heard at both hearings that you fear Mr. 
Jones will violate his oath of office? 

Governor CLement. I think that it is what Mr. Jones has said in 
this case, rather than what he has failed to say, which would disqualify 
him. 

In your absence, Senator, I attempted in my own feeble way, to pay 
quite a compliment to Mr. Jones for just coming out and saying 
frankly that he was not enthusiastic about the TVA, and for making 
the statements he has made. So I think it is what Mr. Jones has said 
instead of what he has not said that disqualifies him. And I further 
think that if he should be confirmed, that it would not be Mr. Jones 
who would be out of order, in view of the testimony that has been 
offered, but instead the members of the committee who voted to 

confirm him. 
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Senator Case. Or the Members of the United States Senate? 

Governor CLEMENT. Yes, sir; that is correct. 

Senator Case. And if a majority of the Senate voted to confirm 
him, you would still think they would be out of order ? 

Governor CLEMENT. Well, the words “out of order” I am using in 
this way: I think they should not confirm him, Senator Case, period. 
But I do not charge that any of you who voted to confirm him would 
do so with any bad intentions. I think you would be wrong. I 
reserve the right to disagree with you. 

Senator Case. You wouldn't charge us with violating our oath of 
office ? 

Governor Crement. I have never done so, no, sir, and I certainly 
have no basis for doing so now. 

I just think Mr. Jones shouldn’t be confirmed. That is all. And in 
fact, I would like to reiterate that there are those of us who are very 
grateful, and I am one of them, for things which you and others have 
done in days gone by for the TVA. I don’t think that we should pass 
up the opportunity to say so as a result of being involved in a hearing 
of this type, because we owe you our gratitude. 

To put it another way, I think that if Mr. Jones is confirmed right 
now, it would be the Senate’s declaration that he is being confirmed 
in spite of his lack of enthusiasm as professed by him for the TVA 
Act, and not because of it, because he has come forth and made this 
statement. 

I wish I could believe that he could be enthusiastic about it. I find 
him a very pleasant gentleman. I would like very much to be able 
to endorse him. 

Senator Casr. What did you mean when you said at page 12 of your 
statement: “From the voluminous testimony which was given before 
you, including the very strange testimony of Mr. Jones himself.” 
What did you mean by the strange testimony of Mr. Jones? 
Governor CiEemenT. In using the word “strange,” Senator, I was 
thinking of the fact that here we have the President of the United 
States nominating a man, with the act being as specific as it is about 
what his attitude is supposed to be toward TVA, a man who comes out 
of the Bureau of the Budget, a man who comes up here and admits 
frankly to you that while he would like to have the job, he is not 
enthusiastic about the TVA. 

I think it is very strange that he would be here as the nominee. 

Senator Casr. At the bottom of page 2 of your statement in the 
prepared statement as it was handed to the committee, you said—or 
you would have said had you read the statement as you had it—“T raise 
the question whether he is not one of the most mischieviously un- 
enthusiastic men about this institution who has ever appeared before 
your committee.” 

As you presented your statement to the committee, you left out the 
word “mischieviously.” Was that done intentionally following your 
meeting of Mr. Jones personally ? 

Governor CLEMENT. I will answer that very frankly. I purposely 
eliminated the word “mischieviously” because as I sat here, having 
met Mr. Jones, having been received as I was by this distinguished 
committee of which you are a member, I very fr: ankly did not think 
the word was in order, and I eliminated it myself purposely. 
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Senator Casz. I am glad to have it shown on the record that it was 
intentionally eliminated. 

Governor Cement. I appreciate the fact that you asked me, and I 
purposely eliminated it on if I were to read the statement again, I 
would still eliminate it. 

Senator Casz. That is all, Mr. Chairman. 

Senator Gore (presiding). Senator Kuchel ? 

Senator Kucue.. Governor, I think the facts of the situation are 
these: The Congress may adjourn tonight. If it doesn’t tonight, it 
may tomorrow night. 

Senator Gore. If it doesn’t this week ? 

Senator Kucuet. No, I think we are about ready to fold the place 
up. I would hope this committee would take action, but I must say, 
being a realist, that even if this committee were today to approve the 
nomination of Mr, Jones, the difficulty with respect to what some of 
my brothers would call an adequate debate on the floor would militate 
against my prophesying that the Senate could proceed to take action 
on this nomination. 

Do you agree with me that it would stultify the Tennessee Valley 
Authority if the Board of Directors continued to consist of just one 
member ¢ 

Governor CLeMeEnt. Senator, I think this: I think that based upon 
the testimony as I have analyzed it, which has been presented to this 
committee, I think it would be of little importance and very little 
effect upon the Tennessee Valley Authority whether we had both at 
this time General Vogel and Mr. Jones, or whether we just continued 
with General Vogel. 

I do not mean by that that Mr. Jones would immediately prostrate 
himself as a rubber stamp for General Vogel or anyone else. But I 
think that Mr. Jones’ attitude at this time would certainly justify 
my drawing that conclusion. 

Whether or not it is better to have an interim appointment, 
whether or not it is better to have General Vogel continue for the 
time being on his own, I will have to leave certainly where it should 
be, with the members of this committee. But I do not think that at 
this time, based on this record, that it would be to the best interests 
of anyone for Mr. Jones to be confirmed. 

Senator Kucuen. Nevertheless, do you believe it would be in the 
interest of the Tennessee Valley Authority to continue to have a 
three-man statutory Board with only one member confirmed and 
acting ? 

Governor CLEMENT. Certainly I cannot say that that would be in 
our best interest. But I can say there could be things just as bad or 
worse. And a 9-year appointment, if I understand correctly the time 
limit, may be in error—a 9-year appointment is a long time. 

Senator Kucuet. Is it not true, however, that it would be to the 
best interests of the Tennessee Valley Authority if at least two mem- 
bers of the Board were qualified to act and conduct the Authority’s 
business ? 

Governor CLEMENT. Certainly it would be, Senator, with the 
qualification that the second member of the Board confirmed be the 
right person. 
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Senator Kucuet. If the Senate failed to take any action with 
respect to this nomination, earlier in your testimony you stated that 
you did not. suggest that the President make an interim appointment. 

Governor CLEMENT. No, sir, I had not suggested. 

Senator Kucue.. By that do you mean, Governor, that you would 
prefer not to see an interim appointment made if the Senate failed 
now to confirm Mr. Jones? 

Governor CiemMEN'. Not necessarily, Senator, and I will tell you 
why I hesitate in making a definite answer. Very frankly I was up 
all night and did not have an opportunity to talk with any of these 
Senators from the Tennessee Valley area. And I would hesitate, as 
I think your Governor would, or others, to come here and make a 
positive concrete recommendation of that type without talking with 
these Senators and Congressmen and finding out from them what 
their attitude was. After talking with them, ‘T might not agree with 
them, and I might come out and make a statement that they didn’t 
approve of. But at least I think I should do them the courtesy. And 
frankly, I haven’t discussed that point because I was on the plane 
all night. 

Senator Kucuen. So that so far as the question goes should there 
be an interim appointment made by the President in the event the 
Senate fails to confirm Mr. Jones, you have no comment to make? 

Governor CLEMENT. I have no comment at this time; no, sir. If 
for any reason any member or members of this committee should desire 
that I make such comment, if I am afforded an opportunity to discuss 
it with those who are the elected representatives from our area up 
here, I would be glad to go on record. I am not trying to avoid getting 
on the record, but I am trying to avoid doing them the disc ourtesy of 
stepping into a territory where I think they are in a better position to 
advise. 

Senator Kucrer. What concerns me is a United States Senator 
who someone suegested a day or so ago lives about as far away from 
the Tennessee Valley Authority as a man can in this House of Con- 
gress, is that the law specifically provides that the business of the 
Tennessee Valley Authority shall be conducted on the basis of what 
two members of the Board at least determine shall be the policy to be 
followed. And it does seem to me—and I speak as one who has tried 
to help your Tennessee Valley Authority with appropriate legisla- 
tion—that it would bea stultification of the operations of that Govern- 
ment enterprise if we did not have a second member of the Board. 

Governor CLemMent. You are absolutely right about the disturbing 
factor, and the President of the United States and his advisers knew 
it when they did this and they hesitated when they got a letter from 
me sometime ago to bring up a delegation, not Democrats, but people 
who would like to sit down and discuss these matters before the nominee 

was placed, and they hesitated and hesitated before getting Mr. Jones 
out of the Bureau of the Budget. You have correc ‘tly ‘stated | a situs ition, 
but it is not the fault of the United States Senate in my opinion, nor is 
it the fault of the people of the Tennessee Valley. 

Senator Kucuer. When you say “hesitated.” what do you mean? 

Governor CLEMENT. As I ‘remember the record, time went by, days, 
weeks went by, and no nominee was forthcoming. Finally a nominee 
has been placed before you and I do not think that the Senate has de- 

layed. I think that you have all moved with deliberate speed, and 
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while on the one hand I do not suggest, Senator, that you should delay 
further and say the blame lies elsewhere, on the other hand, I do not 
believe the Senate should be forced into a position where, through no 
fault of their own, they find it necessary to confirm a man without 
giving themselves the opportunity of studying the record and con- 
sidering it further. 

I really think, sir, that it would be a mistake to confirm Mr. Jones 
at this time. 

Senator Kucner. Governor, do you recall the date on which the 
President sent Mr. Jones’ name to the Senate ? 

Governor Ciement. I am sorry, sir, I missed part of that. I 
apologize. 

Senator Kucnent. Do you recall the date on which the President 
sent Mr. Jones’ name to the Senate ? 

Governor CLEMENT. I do not recall the exact date. 

Senator Kucuet. I think the record will show that that nommation 
came down here about 2 months ago. 

Governor CLEMENT. When was it? About 2 months ago? 

Senator Case. If the Senator would yield, the clerk advises me it 
was July 1. 

Governor CLEMENT. I accept that date. However, as I recall, that 
was a good while after the vacancy occurred. 

Senator Kucuer. For the record, when did the vacancy occur ? 

Senator Gore. May 18. 

Governor CLement. As I remember it, it has been a foregone con- 
clusion, as long as I have been Governor—and I have been Governor 
more than 4 years and a half—at least we all assumed that because of 
his age and other factors, that there was no question but what the 
retiring member, Mr. Curtis, would be replaced. I just fell that if we 
are in a position—and I can’t argue with what the Senator has said—if 
we are in a position of great concern over the fact that we have only 
one member of the Board, I don’t feel the fault lies with the United 
States Senate, nor do I think those of us who are interested in this 
nomination can be found guilty of that. 

Senator Kucne.. Let me ask you this: Under the constitution and 
the laws of the State of Tennessee, are any of the appointments which 
you are required to make as Governor of your State subject to con- 
firmation by the Senate ? 

Governor CLEMENT. Some of them; yes, sir. But in most cases, no. 
For instance, we have Watkins Institute, which was established as a 
result of a fund which some private individual left but which is under 
State control in that the Governor appoints three members. They are 
supposed to be confirmed in our general assembly; yes. But most of 
the time most concern down there is focused upon whom the Governor 
supports for this office or that, who may be passed upon by the senate 
or the house. But we don’t have the situation that the President 
has of, as a general rule, having to send a nomination to the Senate 
to be confirmed. So we don’t really have a comparable situation ; 
no, sir. 

Senator Kucnuet. The reason I ask that is this: We have a situation 
here where the President is a Republican, the Senate is Democratic in 
majority, a majority which was implemented within the last 48 hours, 
I might add. 

Governor CLEMENT. I might add, yes, sir. 
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Senator Neusercer. If you will permit him to be sworn in. 

Senator Kucuev. That is irrelevant, Richard. I am a Republican, 
and I tried to help this administration succeed. I voted against its 
recommendations on occasion. But with respect to ap ointing au- 
thority of the President, particularly when he happens to be a member 
of your same political party, I think some kind of a presumption oughi 
to be indulged in in favor of the competence and qualifications of 
the man whose name he sends down. 

Governor CLEMENT. It is certainly encouraging to the Chief 
Executive. 

Senator Kucuen. That is right. Comforting to him. And I can 
remember 4 years ago, when I first came here, some of the people in 
my own party objected to the nomination by the President of Mr. 
Bohlen to be Ambassador to Russia. I overruled those objections and 
voted to confirm Mr. Bohlen. The President of the United States is 
going to continue to be the Chief Executive until the end of his term, I 
rope and trust and pray. 

Governor CLEMENT. We all do. 

Senator Kucuer. The Senate of the United States, at least at the 
moment and probably through 1958, is going to be continuing as a 
Democratic-majority Senate. How, in the theory of American gov- 
ernment, do you bring the two points of view into sufficient mesh 
so that you can make progress? How do you do that ? 

Governor CLEMENT. I can only answer that by saying this, Senator : 
IT cannot find fault with your theory, which is based on the law. 
Your theory that we need to fill these vacancies as soon as possible 
to get the record out and get the decision behind it. I can’t find fault 
with that. However, we are faced with a strange situation here. If 
Mr. Jones goes in with General Vogel—and there are just two of 
them—they will wreck the TVA, period, on the basis of the record. 
And I can spend a week talking about that. If Mr. Jones is con- 
firmed, and he goes in there and votes against General Vogel, you 
have got a deadlock, which at least you don’t have now. 

The law does call for 3 members—not 2, not 1, but 3. And whether 
or not there should be an interim appointment when these Senators and 
Congressmen with whom I normally confer and would have, had it not 
been that I was on the plane all night getting here from the VFW 
convention at Miami, when I have talked with them I am willing to 
take a position as to whether there should be an interim appointment, 
if that position, would be helpful to anyone. However, as it stands 
and I hate to take a 
negative cians not confirm Mr. Jones for a 9-year appoint- 
ment at thistime. If he is going to go down there, I would hope that 
he would go as an interim appointment and not as one confirmed by 
the Senate. Whether he should go at all at this time or not is some- 
thing which the committee and the President can decide. 

Senator Kucnen. And the Senate. 

Governor CLement. Yes. Excuseme. And the Senate, of course. 

Senator Casr. Would the Senator yield? 

Senator Kucuen. Surely. I yield to my colleague from South 


Dakota. 
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Senator Case. Governor, the thing that bothers some of us is that 
this paragraph in the basic TVA Act, paragraph D, section 2: 

Vacancy in the Board, so long as there shall be two members in office, shall not 
impair the powers of the Board to execute the functions of the corporation. Two 
of the members in Office shall constitute a quorum for the transaction of the 
business of the Board. 

I don’t happen tobealawyer. Youare;aren’t you? 

Governor CLEMENT. Yes, sir; I ama lawyer. 

Senator Case. What w ould be your interpretation as to the impair- 
ment of the powers of the Board should there be only one member, 
bearing in mind the first clause that I read from the act 

Vacancy in the Board, so long as there shall be two members in office, shall 
not impair the powers of the Board to execute the functions of the corporation. 

Let me ask you the direct question: If you were a bond attorney, 
passing upon the validity of bonds that might be issued under the bill 
which the Senate has approved, would you think that the bonds would 
be valid if they were issued by a board of one member ¢ 

Governor CLEMENT. I can only answer it this way, Senator: If I 
were a lawyer and had responsible clients, I would expect them to 
expect me to be sufficiently thorough and ‘competent not to give an 
answer to a question like that w ithout going to the lawbooks and study- 
ing the entire text of the law. I would make one other assumption : 
I would assume—I do know that he has done it—I would assume that 
General Vogel, who has some very competent counsel around him, 
would go not only to his own lawyers, but to the Attorney General of 
the United States, if necessary, and get an opinion. Because my 
opinion would be worth nothing. 

Senator Case. If you don’t want to answer the question, that is 
your privilege. I would assume that, as a lawyer, you could say 
whether or not you thought that would impair the availability of the 
bonds since the reverse of this language 

Governor CLEMENT. I have seen some little things impair the avail- 
ability of bonds, and I have seen some big things that some of us 
thought should impair them not do so. And ‘T can only say that I have 
too much respect for my hope that I am a lawyer w ith some standing, 
to give an opinion on something like that w ithout going to the books 
and ¢ hecking. 

Senator Case. While the Senator from California has yielded to 
me, I might bring in one other factor with respect to the date situation. 

Governor CLement. With respect to what ! 

Senator Case. The date situation. As I recall, the vacancy occurred 
on the 18th of May. The nomination of Mr. Jones was sent to the 
Senate on the Ist of July. That would be less than 6 weeks. The 
nomination has been before the Senate from the 1st of July until now, 
the 29th of August. The nomination was before the Senate for 5 
weeks before Dr. . Paty died, the other member of the Board. Dr. Paty 
died the 7th of August, I believe. 

Governor CLEMENT. I will accept whatever date you give. 

Senator Case. Those are the dates the clerk gives me. T assume they 
are correct. I, personally, feel that the functioning of the TVA Board 
would be unquestionable if it had 2 members, but since the law specifi- 
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cally sets forth that vacancy would not impair so long as there are 2 
members, and that 2 shall constitute a quorum, that we ought to try 
to get a second member on the Board, if possible. 

rovernor CLEMENT. Going back just a moment, Senator, if I might 
to your previous questions : about bonds, you certainly are in a position 
to know much better than I, but I was not of the impression that there 
would be any question arising as to TVA bonds before you meet 
again. 

“Senator Case. That may be, because the House hasn’t acted. But 
there are undoubtedly other transactions which the Board should act 
upon between now and that time. 

Governor Ciement. I would assume that General Vogel would 
have issued some statement or communicated with the President and 
that they would be in touch with you gentlemen if that was a valid 
question. 

You know whether they have or not. 

Senator Case. You have posed this situation. You have said that 
if Mr. Jones were named, and he voted with General Vogel, that that 
would destroy the TVA ? 

Governor Ciement. I think it would; yes, sir. 

Senator Casr. And you said that if he voted against him it would 
deadlock. So that you don’t present a very optimistic picture for the 
TVA in any event? 

Governor CLEMENT. No, sir; I don’t. 

Senator Cass. If the President should name someone else other 
than Mr. Jones and he voted with General Vogel, you would come to 
the same conclusion with regard to TVA ? 

Governor CiemEent. Unfortunately it is not an optimistic picture. 

Senator Case. If he voted against General Vogel, they would be 
on dead center ? 

Governor CLEMENT. That is correct. I really think the best thing 
that could happen to us down there, under the circumstances which 

revail, Senator Case—and I hesitate in making this statement 
leans I have not talked with any of these gentlemen about this, 
and if, after talking with them, they convince me I am wrong I will 
reserve the right with your permission to qualify my testimony—I 
think the best - thing that could happen is for us to get two nominees 
before the Senate committee, and before the Senate, and consider 
them at the same time and know where we are heading. 

We are in a tragic situation down there if we don’t get some coop- 
eration. The State of Tennessee asks nothing of them. People bring 
up this question, Senator Case, of us having cheap rates at the expense 
of other people throughout the country. As far as we are concerned, 
if our rates are too cheap, they ought to raise them. Now, whether 
they are just right or not is something which the accountants can 
determine. We think that the TVA is the greatest God- given, 
Federal-granted, man-protected blessing that the people i in our region 
have ever enjoyed, and we are trying to hold on to it. I haven’t 
got 

Senator Case. Governor, would you permit me to make a couple 
of observations? 

Governor CLEMENT. Yes, sir. 
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Senator Casz. So far as I can recall, Mr. Jones is the first appointee 
who has had as much experience in budgetary work, fiscal management 
of any nominee that I can recall. He is a certified public accountant. 
And you say that if the TVA rates are too high—personally I know 
nothing about the TVA rates, I don’t know whether they are too high, 
too low, or just right; I have never made a study of them. I have 
no convictions about it. Lacceptthe TVA. But if an accountant, the 
services of a man qualified in the field of fiscal analysis are important, 
Mr. Jones certainly presents more of a background in that field than 
any nominee that I can recall. And my connection with the TVA 
goes back 20 years. I was down there in 1938 as a member of a 
Committee on Investigation of Phosphates, with Senator Pope, of 
Idaho as the chairman of the joint committee of Congress. Senator 
Pope later was appointed to membership on the TVA Board. 

yovernor CLEMENT. I know that. 

Senator Neupercer. May I ask the Senator from South Dakota a 
question ? 

Senator Casr. Wait just a moment. 

Now, then, with respect to the suggestion you made that it would 
be nice if we had two nominees, personally I think this position is one 
of great responsibility. If the Senate of the United States let the 
nomination be before the committee for 2 months, certainly the 
President of the United States is not out of the way in taking 5 or 6 
weeks in selecting a man to nominate. And I just doubt that the 
President will make a careless nomination for the other vacancy. 

Governor CLEMENT. I hope he does not make a careless nomination. 

Senator Case. I think he will take time to try to find someone that 
he thinks will do the job. 

Governor CLEMENT. Going back to your observations about Mr. 
Jones and his budgetary experience, I have never questioned the 
fact that he has great experience in the budgetary field. 

Senator Casr. Or in fiscal management or analysis. 

Governor Crement. I know very little about his background, other 
than what I have read in the paper and from scanning the testimony 
over here, but I do believe, based upon his own testimony, that he 
rendered that budgetary background something of a nullity when he 
testified that he was not enthusiastic about the TVA. SoTI have to go 
back to that, because the TVA Act, as I recall it, does not require 
one to have budgetary background or be an accountant, but they do 
require that you be in sympathy with the purposes of the act. He said 
he is not enthusiastic. I think that one word, that lack of enthusiasm, 
disqualifies him. 

Senator Casr. I don’t care to interrupt Senator Kuchel too much; 
with his permission I am perfectly willing to let the Senator from 
Oregon address questions to me. I would like to have the clerk hand 
the Governor this background statement on Mr. Jones’ experience, 
since he said he had had no opportunity to examine it. 

Governor Ciement. I will be glad to take it and study it. 

Senator Gore. Does the Senator from California yield to the Sena- 
tor from Oregon ? 

Senator Kucuen. I do. 

96528—57——-21 
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Senator Nevsercer. I have one question and then I have a request 
of the staff on some questions Senator Kuchel asked. 

Senator Case spoke highly of the qualifications of Mr. Jones to be 
a Director of TVA. I have gone over some of the previous debates 
on the floor of the Senate and of the hearings on General Vogel. If I 
am not mistaken, you said very flatly during that particular time— 
and I was not a Member of the Senate then, so must go by the printed 
record—that you felt that General Vogel would be an outstanding and 
able and eminently qualified Director of the TVA. While that state- 
ment may be correct, I am sure you would not dispute the fact that 
many if not most of the representatives in the Senate and in the House 
from that area do not regard General Vogel as an outstanding repre- 
senative, an outstanding Director of the TVA and looking after the 
best interests of TVA. 

So it is possible, despite a man’s technical qualifications, to have a 
misconception of how he will perform in a particular position con- 
fronted with particular problems. 

Senator Case. I don’t know whether you want me to comment on 
your last observation. 

What is the question ¢ 

Senator Nevpercer. The only question I put to you is this: Is it 
not true that you spoke very highly of General Vogel and predicted 
that he would be an outstanding Director of TVA, and the Mem- 
bers of Congress in the TVA area do not so regard General Vogel ? 

Senator Case. I do not know how the Members of Congress from 
the area regard it. I can speak for myself. I don’t recall exactly what 
I said about General Vogel, but I am quite sure I voted for his con- 
firmation, and undoubtedly I spoke favorably because I thought that 
he had a creditable, a very distinguished record, as an engineer in the 
Corps of Engineers. And I thought for an operating agency such as 
the Tennessee Valley Authority, with its construction problems and 
its river problems and things of that sort, that one who had the ex- 
perience that General Vogel did with the Corps of Engineers would 
bring to that position outstanding qualifications, professional qualifi- 
cations. 

Senator Neusercer. From your own experience with the TVA— 
and I know you are one of the best-informed members of this com- 
mittee—do you think General Vogel has been an outstanding Director 
of the TVA ? 

Senator Case. I haven’t gone into that. In fact, I was surprised 
to read in the Governor’s statement today what he said with regard 
to General Vogel. That is the first that it has ever come to my at- 
tention. 

Senator Neupercer. Mr. Chairman, I would like to ask one question 
bearing on a point Senator Kuchel made if I could. I wonder, in view 
of the fact that Senator Kuchel posed what he regards as a dilemma, 
with appointments by a Republican President and confirmation by a 
Senate which is rather narrowly Democratic, if the committee staff 
could not obtain for the hearing record the proportionate number of 
nominations by President Eisenhower that have been confirmed by the 
Senate and the proportionate number of nominations by President 
Truman during the period when the Senate was controlled by Re- 
publicans, to see whether or not there has been any dilemma or any 
conflict, or if not in fact that virtually ever nomination sent by 
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President Eisenhower to the Democratic Senate, with only a few 
very rare exceptions, have been confirmed. 

Senator Kucuet. I have no objection to that. However, I want it 
very clearly understood that I think that it is irrelevant. I don’t 
argue here that in every instance a majority in the Senate ought to go 
along with the White House, if they are inthe same party. That is not 
my point. My point is that the Senate has an unpartisan responsibility 
to listen to the nominations that are made. And I do not believe that 
the Governor is correct in suggesting that the President of the United 
States was guilty of hesitation which results in what I believe will be 
a stultification of TVA having only one member. 

There are going to be people from both sides of the aisle who are 
going to support any President in what he does, and there are going 
to be people from both sides of the aisle who are going to oppose 
it. I do say that in my judgment we are derelict in not having had 
these hearings earlier. 

Senator Nreusercer. Wouldn’t you say, Senator, in fairness, that 
the democratically controlled Senate has been very nonpartisan and 
very fair and overwhelmingly favorable to nearly all the nomi- 
nations sent to it by President Eisenhower ? 

Senator Kucner. I am not going to accuse anybody, Dick, of 
unfairness. Asa matter of fact, I haven’t done that, and what I have 
tried to do in my questions is to develop the possibility upon which we 
‘an provide TVA with a Board of Directors. 

Senator Neupercer. There was a question that you asked the Gov- 
ernor, though, that I felt gave the very clear implication—and I believe 
when we look at the transcript it will indicate this—that there was the 
possibility of a very grave deadlock between a Democratic Senate and 
a Republican President on these appointments, and I submit that no 
such deadlock has ever existed, and quite to the contrary, virtually 
every nomination sent by President Eisenhower has been confirmed. 

Senator Kucnet. I have not dealt in history. I am using this as 
exhibit A. This is the example I am talking about. What we are 
doing right here today. 

Senator Neupercer. The point I submit is that certainly the Demo- 
cratic Senate is entitled to give a very thorough and exhaustive analysis 
to one nomination; and if they choose to reject it, that doesn’t mean 
that any impasse has been reached in general. 

Senator Kucuen. The reason that I asked that question is because 
of the Governor’s suggestion that in his opinion, to quote him I 
think pretty correctly, he did not suggest an interim appointment. 

Then we got into a discussion on that subject. I was endeavoring 
to develop the fact that if there were to be no interim appointment, 
and if in the closing hours of the Senate this nomination were not 
favorably acted upon, then under the law you would stultify the 
Tennessee Valley Authority in my judgment. 

Now let’s get back here. I have a few more questions. 

Incidentally, I know nothing about the history of General Vogel 
on the Board. Certainly the Governor has been vigorous in his 
opinion of General Vogel. Indeed he has suggested that Vogel 
deceived the United States Senate. 

Governor CLemMEnt. I did what, sir? 

Senator Kucnen. You suggested that General Vogel deceived the 
United States Senate. I merely want the record of this hearing to 
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demonstrate that I don’t want anyone who deceived the United States 
Senate to continue in public office if there is a way to eliminate him, 
and there is in this instance. 

The Tennessee Valley Authority Act provides that Congress, by a 
concurrent resolution, can discharge a member of the “Board of 
Directors of TVA. And I want the record to show that any Member 
of the Senate or House of Representatives has the right to put in 
such a resolution, and then hearings would be held upon the accusa- 
tions that are made. And I want the record to show that nobody in 
this Congress has seen fit to introduce such a resolution. 

Governor, in all fairness, you do not use General Vogel’s history 
down there as a basis to oppose Mr. Jones’ nomination, do. you ¢ 

Governor CieMent. I would think it would be unfair to Mr. Jones, 
Senator, if I said that because General Vogel did this, that, or the 
other, or refused to do something, that therefore Mr. Jones should 
be turned down. 

I do say that Mr. Jones’ testimony unfortunately parallels General 
Vogel’s actions, and that is what disturbs us. But I certainly do not 
think that Mr. Jones it to be held accountable in advance for what 
General Vogel may have done, or what he may do in the future. 
No, sir. 

Senator Kucue.. Again, because I know you want to follow a 
policy of scrupulous fairness 

Governor CLeMeEntT. I hope so. 

Senator Kucue.. Governor, on page 11 of your statement you go 
on to say: “Especially do I call your attention to his”—meaning Mr. 
Jones’—“expressed views on Budget Bureau control over TVA “bond 
issues, which I understand both this committee and the Senate rejected 
on bipartisan votes.” 

I think all members of this committee, Governor, will agree with 
what I have to say on that point, and that is that Mr. Jones stated 
that when the Budget Bureau fashioned a letter to Senator Chavez, 
the letter was to be signed by the Director of the Bureau of the 
Budget. He was absent and Mr. Jones signed that letter in an 
administerial capacity. Mr. Jones did testify, and I think it is a 
basis on which reasonable men in the Senate can argue, that in his 
judgment TVA “could live with”—in quotations—“c ould live with” 
the recommendations of the Bureau of the Budget, but that speaking 
personally, Mr, Jones went on to tell the committee that in his view 
the “flexibility,” I think was his word, the flexibility of the Kerr bill 
was to be preferred. 

I want to ask my Democratic brothers. 

Governor CLemeEnt. I believe I quoted him on that in my testimony. 

Senator Kucnen. Would you feel then that perhaps some other 
words might be used in your sentence, “His expressed views”? I just 
wonder whether that is being fair to Mr. Jones. 

Governor CLement. I certainly don’t want to be unfair to Mr. Jones, 
and I will put it this way: I had engaged in the assumption that Mr. 
Jones in an administerial capacity or otherwise, would not put his 
name to a letter which differed with his own conscientious views. Since 
he had signed the letter, I had assumed that he did so in good faith. 

T based my testimony partly upon page 46 of some heari ings held, 
I believe, before this committee. At that time I believe Senator Gore 
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was questioning Mr. Jones and Mr. Jones said this, if the transcript is 
correct: “I examined it generally, particularly the principles set out 
in the letter, with which I agree.’ 

Based upon the fact that he signed the letter and the fact that he 
offered this testimony, I felt justified i in making the statements that 
I did, Senator. 

I would like very much to hear Mr. Jones testify that he has been 
misunderstood and that he renounces the position I had assumed that 
he took. 

Senator Kucnet. Again, however, in our desire for complete fair- 
ness, the rest of Mr. Jones’ statement at that point is as follows: “I 
frankly did not go into each of the detailed items and noted that it 
had been prepared by the staff and cleared by about 5 or 6 people in 
the Bureau, and I signed it.’ 

There are some subsequent comments which he made on that letter. 
[ think, however, it would be fair to say—and I am glad Senator Gore 
has returned—I would like to have Senator Gore either confirm what 
I say or if he believes I am in error, to correct me—I believe it is fair 
to say that Mr. Jones testified that he signed that letter in an admin- 
isterial ¢ sxapacity only; that he, as an individual, preferred the pro- 
visions of the Kerr bill to the recommendations which the Budget 
Bureau set forth. Is that correct? Would the Senator agree with me? 

Would you read that ? 

(Record read.) 

Senator Gore. I think it is correct with only one modification. I 
don’t believe he said that as an individual he would prefer the Kerr 
bill. I believe he said that as member of the TVA Board of Directors 
he would prefer the flexibility of the Kerr bill. 

He did say that he signed the letter as an institutional document; 
that as a member of the TVA Board of Directors he would prefer the 
flexibility of the Kerr bill. I believe that is correct. I know of no 
reason why we shouldn’t ask Mr. Jones if that is a correct statement. 

Senator Casz. The transcript is right here. 

Senator Kucnen. On page 63, let me quote this sentence from Mr. 
Jones’ testimony. “From the st: indpoint of the management of TVA, 
and the flexibility provided thereby, I would prefer the Kerr bill.” 

I merely want to say that I believe your phrase “his expressed views 
on budget control over TVA bond issues” does not tell the story pre- 
cisely as you and I ore hope factually the story might be told in 
this committee record. I do suggest that in view of these comments 
that you and I have had that you might feel that that phrase which 
you use was not quite accurate. 

Governor CLiement. I wish I could agree with the Senator, but 
respectfully I cannot. I keep going back to page 46 where he said, “I 
examined it gener ally, partic ularly ‘the principles set out in the letter, 
with which T agree.” And then he signed the letter. And I would 
expect people responsible to me not to sign or affix their signature to a 
letter which they did not agree with. 

Senator Kucren. I used to be in State government. I laid down 
some policies that I know some of my people disagreed with. And 
they were loyal to me. They believed that overall I was on the right 
track, although they disagr eed in a specific instance. I would not have 
asked them to resign, nor did they want to resign because in a given 
instance they disagr eed. And yet by their signing a letter setting 
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forth my conclusions on a certain philosophy, wouldn’t bind them in 
their heart to what I professed. 

Governor CLEMENT. Certainly not. But in this case we have the 
seal of honor affixed later by testimony by Mr. Jones that he did agree. 
So we don’t have the situation of him not agreeing. He said he agreed 
with the principles. 

I want to make this clear: I am glad the Senator brought up this 
point because I hope any others will bring up any point where any of 
you feel that I have been or attempted to be unfair to Mr. Jones, be- 
cause I have attempted to go out of my way to show that I have no 
unkind thoughts about the gentleman. I do not question his honor in 
any way, Shape, or fashion. I have no reason to do so. It is not that 
I am trying to be generous with him. I am just trying to be accurate 
and fair. I wish I could agree with the Senator on this, but un- 
fortunately my opinion is unchanged. 

Senator Kucuex. These are all matters of opinion. 

Governor CLeMEnt. Naturally. 

Senator Kucnet. I will be very brief. You do not question Mr. 
Jones’ ability to discharge the type of responsibility as a member of the 
Board of Directors? You do not question that ability ? 

Governor CLEMENT. I will put it this way: In my opinion I don’t 
think that the Senate should confirm people on the basis that no one 
has questioned their ability. I think their ability should be ques- 
tioned by the Senate, and after it is examined, at least then the Senate 
can make up itsown mind. Mr. Jones, as far as we are concerned in the 

valley, was a man very frankly that we had never heard of before. It 
is not that he hasn’t done things which will justify people giving him 
acclaim, but we have never heard of him, at least I had not. 

I said, “Who is Mr. Jones?” And they said, “It is Arnold Jones.” 
T said, “Who is Arnold Jones?” And they said, “He was in the Bureau 
of the Budget.” And we began to ask some questions. So while I 
do not on the one hand of my own knowledge question his ability to 
do the job, neither can I confirm his ability to do the job. 

Senator Kucue. The reason I ask that question is because obviously 
you would agree that your not knowing Mr. Jones would be no 
ground to oppose him. 

Governor CLEMENT. None whatsoever. 

Senator Kucuet. And that your feelings with respect to what action 
the Senate ought or ought not to take is based upon such comments 
as you have made here, that Mr. Jones is not enthusiastic for the 
Tennessee Valley Authority. 

Governor CLEMENT. That is what I understood to be his testimony ; 
yes, sir. 

Senator Kucuer. And it is not on, for lack of a better word, your 
feeling as to his ideological views that you raise these questions ? 

Governor CLEMENT. I always shy away from the word “ideological.” 

Senator Kucnuer. Idotoo. I don’t like to use it. 

Governor CLiement. That may not be the best word we can apply. 
I would like to think of a better one. 

I know of nothing in Mr. Jones’ background which justifies faith 
in the belief that he will make a good or outstanding Director of the 
TVA. I do know, based upon his own testimony and upon his own 
record, to which we have referred, I believe very sincerely that he is 
not enthusiastic about TVA, period. And I do understand that the 
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law itself would, without use of that word, in fairness require some 
enthusiasm about the purpose of the act. 

I still think, Senator, very much that it would be a mistake to 
confirm Mr. Jones at this particular time. I hope that General Vogel 
has not done what has been suggested, and that is sit back and not 
even ask a legal opinion as to whether or not he can carry on certain 
functions as a 1-man member of a 3-man board. But even if he does 
run into some difficulties, in view of the fact that the bond issue will 
not be of concern at this time, it would seem, there is one thing General 
Vogel does have to rely on which we place great emphasis on in this 
country : 25 years of policies set down by three-man Boards under the 
TVA Act, and nothing would please us more than to see General Vogel 
sit back for awhile and follow the policies of 25 years, which he has 
not done. 

Senator Kucuet. In your judgment should a Member of Congress 
introduce a resolution to discharge Vogel from his membership on 
the Board ? 

Governor CLEMENT. I can’t answer that question directly for this 
reason: Senator Case and I had some discussion of that same point 

earlier. I will put it this way: I have great faith in Members of the 

Congress, the House and the Senate, and that faith applies whether 
or not they always agree with my views, which I had never found any 
group, Democrat or - Republican, to do consistently. However, as I 
told Senator Case when I was a special agent of the FBI—and I have 
great respect for that organization—we have one rule: Go out. and 
investigate, get the facts, take them in to the United States district 
attorney and |: iy them down. When you have done that, then it is up 
to him to determine what he wants to do with them. Make no 
recommendation. 

I don’t know who we would get in place of General Vogel. I cannot 
imagine anyone less enthusiastic about the TVA than the General 
apparently has been. I frankly wish that we had someone instead of 
him. But my opinion as to what he has done to TVA, and my opinion 
based upon a study of the record but not upon personal presence at 
the time that he testified before you gentlemen, is one thing, and what 
the Congress should do is another. 

Senator Kucuer. You did state in addition to your allegations that 
he deceived the Senate, that he has broken his oath of office. 

Governor CLEMENT. I feel that a man cannot conduct the affairs of 
TVA in the way that General Vogel has conducted them and has failed 
to conduct them, and still live within the spirit of the requirements of 
the statute and of hisoath. I don’t say that General Vogel feels to the 
contrary. I would expect him to say that he feels to - the contr ary. 
But TVA has certainly suffered under his administration. He has 
certainly done nothing to help us progress, and he has certainly not 
kept faith with us to the extent that even when he said that he would 
take up certain matters, would let us know in advance whether we 
agreed or disagreed, he did not do it, and we read in the newspapers 
what plans he had presented up here. So that is the record, Senator. 
TI wish it were not. 

I find General Vogel a very pleasant man personally. I have been 
with him at social affairs. For instance, a visiting dignitary from 
another country was in Knoxville not long ago, and I was there. 
He was most courteous, and I found him to be a very pleasant man to 
be around. I have nothing against him personally. I never asked 
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him to give a person a job. We have never asked him to do anything. 
TVA is our very lifeblood down there, and we just want TVA pro- 
moted and protected for the benefit of the people not only of that 
area but of the whole country. We don’t think he believes in the pur- 
poses of the act, based upon the record. 

Senator Kucuer. My only purpose in pursuing this at all is that 
there exists in the law a means by which the Congress can eliminate a 
member of the Board of Directors. 

Governor CLEMENT. Yes, sir. 

Senator Kucuen. And I want to repeat my observation, that so far 
no single Member of the Congress has seen fit to take the first step to 
eliminate him. I know nothing about him. I haven’t followed this. 
You have expressed an opinion of some vigor. 

Governor Ciement. I appreciate your frankness, and I don’t pre- 
tend to speak for the Members of Congress. I have great respect 
for those gentlemen from the valley who are up here. It may be that 
they agree with me. It may be they disagree with me. It may be that 
they agree with me but think that it would be less than a good effort to 
attempt to do something like that. They know what the situation is. 
Many times I have found resolutions are not introduced, not because 
of lack of belief that it would be a good thing, but a lack of belief in 
one’s ability to get the resolution approved. 

So I am not attempting to either put into the hands of Members 
of Congress from the valley who may agree with me on a hot potato, 
nor am I attempting to speak for them. All I can say is that I 
expressed my opinion. General Vogel commented on it at the time, I 
remember, in the newspapers. He said, I believe that the Governor of 
Tennessee said a lot of things, or something like that. I thought he 
came back with a pretty good comback, as a matter of fact. 

I have expressed my opinion. If these gentlemen in the Congress 
agree with me and think that they should introduce a resolution, that 
is their decision, not mine. If they disagree with me I respect their 
belief. If they agree with me and think that it would be the wrong 
thing to present a resolution, then I respect that position. I am not 
attempting to either corner them nor to get them out. All Iam doing 
is speaking my own belief, my own convictions. 

Some of them have spoken out pretty vigorously about General 
Vogel, I will put it that way. It may or may not have been in the 
Halls of Congress. I have not spoken alone. I will put it that way. 
I am not carrying on a personal or private crusade. 

I will repeat again, during this lull, at the risk of being repetitious, 
that it is my sincere hope that if Mr. Jones does come down there as 
an interim appointee or otherwise, that I will have the pleasure of 
being able to conscientiously walk back into this hearing room with 
him, arm in arm, and to tell this committee that I was wrong, and that 
he should have been there from time immemorial. If that occasion 
presents itself, I will do so. I am sure that if Mr. Jones comes down 
there he will find much courtesy and generosity on behalf of the people 
of the valley, and that he will enjoy his stay among us from every 
other viewpoint, whether or not he gets enthusiastic about TVA. 

Senator Kucnen. Thank you very much, Governor. I have no 
further questions. 

Senator Gorr. Senator Carroll ? 
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Senator Carrot. I want to thank the Governor for what I think 
is a very fine presentation. 

Governor CLEMENT. Thank you, sir. 

Senator Carrot. I want to say this to you: There has been some dis- 
cussion here as to whether we vote on a partisan basis on a matter of 
this sort. It doesn’t make any difference that I am a Democrat and 
Mr. Jones is a Republican, not the slightest. As a matter of fact, if 
I could vote for a few of my senatorial colleagues for this position, 
I would be glad to do it. With me it isa question of philosophy. A 
young Congressman from Tennessee spoke to me the other day on this 
subject. He said this is a question of the spirit of the act and the 
philosophy of the appointee who is to administer the act. I want you 
to know that that is the way I feel about it personally. 

I have not been through all these hearings, but I have been follow- 
ing it very carefully. It is my own opinion, as I hear your testimony, 
and the questions I put to Congressman Jones of Alabama the other 
day, who spoke of a fear on the part of the people, and I asked what 
the basis for the fear was; the fear that the enemies of TVA were 
going to destroy it. And then I see your testimony on page 5 today; 
your statement it seems to me ought to have gret at imprint and im- 
pression upon this committee, and I am quoting : 

Indeed, I have never before seen the people of my State so generally disturbed 
over the qualifications of a nominee for the TVA Board as they manifestly are 
about those of Arnold Jones. 

I especially liked your conclusion that it is awfully hard for a man 
of the caliber and, as we call it, the administerial qualifications of Mr. 
Jones, to have people come and testify against him who have really 
nothing against him personally. It would seem to me that your recom- 
mendation—and I hope Mr. Jones seriously considers this, and the 
President himself, if this is not reported out—the idea of Mr. Jones 
going down as an interim appointee, to be given the courtesy and co- 
oper ation of the people of the Tennessee Valley area. 

There is a doubt that arises in my.own mind, Mr. Ch: airman, because 
of my recent experience with the Budget Bureau. It is no longer a 
budgetary bureau but a bureau that sets policy, and I think there is 
a basis for this fear, there is a basis for the disturbance upon the people 
of Tennessee, with no reflection upon Mr. Jones. And it is this thing, 
that we are not dealing with a theory, we are dealing with a condition. 

It seems to me that, if there is an interim appointment and this 
committee should not report it out, Mr. Jones himself could do more 
to lay this at rest; he can nail this thing down for himself in the 
future, and, I think, dissipate the fear and the disturbance that exists 
in that area. And, if all the good things we have heard about him 
are true, he can do it. I personally feel, Mr. Chairman, that the 
statement and the recommendations here by the Governor of Tennes- 
see, who speaks for the people of that area, can be very helpful to the 
people of that area. 

I thank you. 

Senator Gore. Senator Hill ? 

Senator Hitt. May I say that I happened to be the chairman of 
the subcommittee of the Committee on Appropriations that has j juris- 
diction over appropriations of the Tennessee Valley Authority. 
Governor Clement has appeared before that subcommittee a number 
of times, and each time he has appeared he has demonstrated that he 
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is a close student of the Tennessee Valley Authority and the opera- 
tions of the Tennessee Valley Authority Act; that he has a fine, clear, 
comprehensive understanding of the Tennessee V alley Authority Act 
and the operations of that act. I want to commend him today on 
this very fine and compelling statement, and his fine presentation here 
to this committte. 

Governor CLEMENT. Thank you, Senator. 

Senator Gore. Thank you very much, Governor, for your appear- 
ance and your testimony. The committee has found it very helpful 
and challenging. 

Governor CLement. Thank you, Senator Gore. I don’t remember 
when I have sat still this long, and I wasn’t stil] all the time I was 
here. Every member of this committee has been most courteous to 
me, and I want to thank all of you, those who are still here and those 
who have departed, for your courtesy. And I thank the people of 
Tennessee for per mitting me to come here. 

Senator Gorge. Thank: you very much. 

The committee has another witness, and then after his testimony I 
would like, if there are no others, to ask a few questions of Mr. Jones, 
and undoubtedly he would like to make a concluding statement. 

I have an engagement to which I must go now. I hardly know 
what to do about a meeting this afternoon. The Atomic Energy 
Committee, of which I am a member, has a highly important hearing 
on the intercontinental ballistic missile at 2 o’clock, which I must 
attend. The chairman of the subcommittee has gone. The chairman 
of the full committee is tied up this afternoon in a meeting of the 
Armed Services Subcommittee on Appropriations, I have been 
advised. 

Mr. Bingham, could you be here tomorrow morning? 

Mr. Brneuam. Yes, sir, Senator. 

Senator Gore. Suppose I leave it this way: I will seek out the 
chairman, and, if he can find time for a meeting of the committee this 
afternoon, where can we advise you? 

Mr. Brncuam. I will keep in touch with your office, Senator. 

Senator Gore. If not, we will meet at 10 o’clock tomorrow morning. 

Unless there is further notice to the chairman of the committee, and 
you, Mr. Bingham, and you, Mr. Jones, the committee will stand in 
recess until 10 o’clock tomorrow morning. 

(Thereupon, at 12:35 p. m., the committee adjourned, to reconvene 
at 10 a. m., Friday, ‘August 30, 1957.) 

(Meeting for August 30, 1957, canceled.) 
(Mr. Bingham’s statement and other communications received are as 


follows :) 
NASHVILLE, TENN., August 29, 1957 
Senator ALBERT GORE, 
Public Works Committee, 
Senate Office Building, Washington, D. C.: 

Antecedents and attitudes of Arnold R. Jones disclosed in committee hearings 
raise grave doubts of his fitness for TVA Board. Please place before committee 
this organization’s petition against his confirmation. Surely there is no dearth 
of men qualified for this important position by opinion and experience of record 
demonstrating sincere belief in wisdom and feasibility of TVA charter. Public 
interest urges choice for Board member familiar with TVA purpose and man- 
agement, preferably from ranks of Authority administrative personnel. 

C. L. BEARD, 
President, Citizens for TVA 
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STATEMENT OF HERBERT J. BINGHAM, EXECUTIVE SECRETARY, TENNESSEE MUNICIPAL 
LEAGUE, BEFORE THE SENATE PUBLIC WorRKS COMMITTEE, CONCERNING THE 
NOMINATION OF ARNOLD R. JONES TO A DIRECTORSHIP OF THE TENNESSEE VALLEY 
AvutTuority, AUGUST 30, 1957 


I am Herbert J. Bingham, executive secretary of the Tennessee Municipal 
League, a statewide organization composed of 230 Tennessee municipal 
governments. 

Fifty-three of these city governments operate electric systems distributing TVA 
power to the majority of Tennessee consumers. 

At three successive annual meetings of our organization, municipal delegates 
have voted to oppose the Budget Bureau’s version of a TVA self-financing plan 
and have endorsed the Kerr bill. Prior to that, our members voted to condemn 
the Budget Bureau’s denial of new TVA generating capacity and the infamous 
Dixon-Yates deal. 

We come now to oppose the appointment of Arnold R. Jones to the TVA Board. 

I have studied the transcript of these hearings. The pattern is clear. While 
Mr. Jones is on every side of the crucial issues of whether he favors Budget 
Bureau control of TVA financing and whether he will accept Presidential direc- 
tion of TVA decisions, the pattern indicates acceptance by him of Budget Bureau 
and Executive policy. 

That has been the record of the present Chairman of TVA, as proven by 
Governor Clement in his famous indictment of General Vogel presented at the 
annual meeting of the Tennessee Municipal League a year and a half ago—an 
indictment which stands without refutation to this day. 

I believe a brief review of the record of General Vogel will indicate clearly the 
tragic and unwholesome consequences of slavish submission of TVA Directors 
to the present Bureau of the Budget. It will reveal that lipservice to the wisdom 
of the TVA Act can be completely subverted. 

Within 48 hours after General Vogel assumed the TVA chairmanship in mid- 
1954, he had completed a meeting with the General Manager of AEC, indicating 
to the press a meeting of the minds between the new Chairman and the General 
Manager concerning Dixon-Yates. When the Board majority opposed Dixon- 
Yates and proposed the alternative of earmarking the pending appropriation 
request for a transmission line to connect the Dixon-Yates plant with the TVA. 
to start construction of a new generating plant by TVA, General Vogel submitted 
to the Director of the Budget a remarkable letter later appearing in the record 
of appropriation hearings. In this letter, the new Chairman suggested the 
Budget Director ignore the letter containing the proposal of the Board majority, 
and criticized his colleagues as being premature and presumptuous in casting 
doubt on Dixon-Yates. 

In October of 1954, General Vogel originally supported the appropriation re- 
quest of the TVA Board but, upon receipt of the Budget Bureau's allowance letter 
reducing the request from $96 million to $2744 million, the general submitted 
another remarkable letter supporting the Director of the Budget and calling for 
liquidation of several of the resource-development programs of TVA. 

Still more remarkable, General Vogel joined in the unanimous approval by 
the TVA Board of the original self-financing plan submitted to the Bureau of 
the Budget. When the Budget Bureau drafted an alternative proposal, General 
Vogel appeared at hearings of this Committee in July of 1955 as an advocate of 
the Budget Bureau plan to wreck TVA. And, startingly, he had at his elbow as 
prompter Mr. Schwartz, of the Budget Bureau, rather than members of his 
own staff. 

Once again in connection with the 1956 budget request of TVA, General Vogel 
secretly requested of the Budget Bureau that he be made the executive head 
of TVA and furnished a $100,000 yearly management staff directly responsible 
to him. Even the Budget Bureau, perhaps motivated by the ill fate of a 
similar proposal for the Atomic Energy Commission, rejected creation of an 
executive head of TVA, but did recommend funds for the special management 
staff, a fundamental change in the Board character of TVA firmly rejected by 
the Congress. 

Finally, General Vogel was found in 1956 supporting the position of the Budget 
sureau opposing use of TVA’s own revenues for construction of additional gener- 
ating units at existing steam plants. 

I believe the committee can sympathize with the horror evoked in the minds 
of the officials and people of the Tennessee Valley as they would visualize the 
character of TVA if General Vogel and the Budget Bureau had been successful 
in all of these efforts to alter fundamentally the provisions of the Tennessee 
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Valley Authority Act. It is certainly a clear demonstration that General Vogel 
did not believe in the principles and fundamental arrangements contained in the 
Tennessee Valley Authority Act to which he subscribed under oath. 

The town and city officials of Tennessee believe they have a right and a duty 
to request that administration of TVA be entrusted to proven advocates and 
friends of public power and TVA. They cannot believe it is proper to impose 
upon TVA and our region a twin to General Vogel sponsored and trained by the 
very Budget Bureau which has so long and consistently harassed this agency 
with enforced power shortages and schemes to change its fundamental character. 

For 25 years, and increasingly in the past 5 years, TVA has been artificially 
and deliberately made the most controversial agency of the Federal Government. 
The private power lobby has performed this operation of TVA assassination by 
false propaganda and vicious political pressures. They have brought this world- 
famous conservation agency to its knees, stripped of many of its resource 
development programs and denied any present means of financing new power 
capacity to meet the growing needs of its service area. 

An inevitabie result has been to bloody the economic nose of a great region 
of our country and 6 million American citizens by brutally shutting off their 
future power supply. No area, no segment of this Nation’s population has been 
so shamefully persecuted in this century. 

And now we are confronted with the ultimate blow—the deliverance of our 
power supply and the economic prospects of our people into the hands of a TVA 
Chairman who has consistently sought to destroy its integrity and a new director 
of identical record and bent. 

The responsible spokesmen of the Tennessee Valley have appeared before this 
committee as one voice to petition your intervention. We need it, we deserve it. 

Already, the attack upon our region’s power supply and resource development 
has taken a terrible toll. After 28 years of reasonable progress under TVA, 
my State is undergoing serious economic consequences from uncertain power 
supply. In 1956, we suffered a net outmigration of 80,000 people—citizens for 
whom a lagging economy would not supply jobs. This represented a shocking 
acceleration in population loss—over five times the annual rate of the preceding 
20 years. The loss of 80,000 citizens is a bankrupting financial penalty. Family 
purses and public treasures had invested over $10,000 per capita in rearing and 
educating these citizens. Thus, this exodus cost us almost $1 billion in a single 
year and the loss of our finest economic asset—our trained labor force. 

We ask for a fair opportunity to progress and prosper. 

We ask for a means of future power supply. 

We ask for a TVA Board of men with unquestioned records of demonstrated 
conviction and enthusiasm for the agency’s act and purposes. 

I thank you for this opportunity to testify. 





Aveust 30, 1957. 
Memorandum for Rivers and Harbors Subcommittee, Senate Public Works 
Committee. 


Subject : Statement for the record by A. R. Jones. 

Since the hearing set for 10 o’clock this morning on my nomination as Director 
of the Tennessee Valley Authority was canceled without an opportunity for me 
to state my side of the case, I respectfully request an opportunity to make this 
statement a part of the official record of the hearings. 

First, as to my personal background and qualifications: I grew up on a small 
farm in Kansas, walked to a country school, and rode horseback to high school. 
Without marshaling the difficulties of farm life in the early part of this century, 
I emphatically assert that I understand the needs, desires, and aspirations of 
rural people. 

I was graduated with a degree in business administration from the University 
of Kansas in 1927, and engaged in governmental and public accounting work 
until the fall of 1928, when I started teaching accounting at Kansas State College. 
I have done graduate work in economics, personnel, business, and management 
in four graduate schools since 1927, most recently in 1953. 

For 5 years I taught college-level courses in accounting, economics, insurance, 
investments, and similar business subjects at Kansas State College. 
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In 1933 I was appointed assistant budget director (actually the active director) 
and State accountant of the State of Kansas and, within days after I took office, 
conducted an audit of the State treasury which resulted in the collection, without 
protest from the bonding companies, of $500,000 on the State treasurer’s bond. 

During the 4 years that I held the position of assistant budget director and 
State accountant, I was responsible for implementing the uniform accounting and 
auditing laws of Kansas, affecting all of the counties, cities, school districts, town- 
ships, and other municipalities of the State. In fact, the financial affairs of 
Kansas were conducted in such a manner that the then Governor received 
national recognition and was nominated for the Presidency of the United States 
in 1936. 

During 1937, in addition to my public accounting practice, I was treasurer 
of Washburn College of Topeka, Kans., having been asked to rehabilitate the 
financial affairs of that institution, which I successfully did. 

In 1939 I was appointed a member of the Kansas Corporation Commission 
with the unanimous approval of the Kansas Senate. I was reappointed in 1941 
for a 4-year term, and again was unanimously confirmed by the Kansas Senate. 
I resigned on August 17, 1942, to volunteer my services in the Army of the 
United States. 

The Kansas Corporation Commission was responsible for the regulation of 
electric, gas, and telephone utilities, railroads, motor carriers, securities, and 
proration oil and gas production. 

I submit that I am familiar with the economics, accounting, and ratemaking 
activities of public utilities. 

Following 38 months in the Army, I accepted responsibility as the chief business 
officer of Kansas State College and remained in that position for approximately 
11 years. The responsibilities of that office, which worked directly with the 
president of the institution, were to be in charge of the physical plant, including 
power generation; to be in charge of dormitories for men and women and 
housing for married students; preparation of the college’s budget, including the 
internal administration of the budget and relations with the legislature; and, in 
general, being responsible for the business and housekeeping affairs of the insti- 
tution. Kansas State College is one of the 100 largest educational institutions in 
the United States. 

During my tenure as chief business officer of Kansas State College, the ap- 
propriations were increased by 362.2 percent, these increases being particularly 
manifest in the agricultural research and farm extension areas. 

I had an unusually successful experience in the issuance of Student Union 
revenue bonds at a favorable interest rate while at Kansas State College. 

For the period 1929 to August 17, 1942, I maintained an office and engaged in 
public accounting, having obtained my certificate as a certified public accountant 
in 1931. Obviously, it was only between calls to public service that I was able 
to devote my full time to public accounting. Nevertheless, I am a qualified certi- 
fied public accountant and a long-time member of the American Institute of 
Certified Public Accountants. 

During the period 1949 to 1952, I served as one of the more active members 
of the Kansas Little Hoover Commission and wrote the Kansas Reorganization 
Act of 1953. I was responsible for an successful in presenting that act to the 
Kansas Legislature. 

On April 23, 1956, I became Deputy Director of the Federal Bureau of the 
Budget. I was asked to take this position. I did not seek it. 

There has been considerable intimation in the record that I might be a 
captive of the philosophy of the Bureau of the Budget if I became a Director of 
TVA. Frankly, gentlemen, I do not agree with that conclusion. If I have estab- 
lished anything during my 30 years of experience in Government and business, 
it has been that I follow the dictates of my own conscience, and I certainly have 
no intention of changing that attitude regardless of where I may be working. 

This statement is supported by the following paragraphs from a letter from 
Dr. James A. McCain, president of Kansas State College, to the chairman of this 
committee. Dr. McCain is now in Europe, and first offered to fly back to testify 
before this committe in my behalf, but at my suggestion, wrote a letter, the 
quotation from which follows: 
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“At least by innuendo, the (Caldwell) articles questioned Mr. Jones’ integrity. 
I have been intimately associated with him for 7 years and can assure you that 
he is scrupulously honest, almost to a fault, in both his personal and his profes- 
sional life. One of his great assets to the college in appearances before regents, 
legislative committees, and State officers was his reputation for preparing metic- 
ulously honest, accurate, and complete financial reports. It was universally 
assumed that budgets and budget requests prepared in his office would contain 
no padding or devious accounting. 

“Questions were also raised about Mr. Jones’ attitude toward TVA. It happens 
that I myself greatly admire the Tennessee Valley Authority and its contribu- 
tions to the economic and cultural development of its area. I feel sure that Mr. 
Jones would have been unwilling to accept appointment to the Commission unless 
he was prepared to give unstinted support to TVA. One of his most marked 
characteristics is an almost fanatical loyalty to persons and organizations for 
which he works.” 

Further, in order that there may be no misunderstanding as to the representa- 
tions I have made to this committee, I would like to repeat the summary of my 
attitude toward TVA which I read to this committee last Monday morning: 

“As I have previously testified, I profess a belief in the feasibility and wisdom 
of the TVA Act. If confirmed by the United States Senate, I will subscribe to 
the oath including that statement and will do so without reservations. 

“Having taken the oath of office, I will vigorously and with determination 
devote my efforts to TVA and will hold my responsibilities to TVA above all 
other responsibilities, except, of course, those overriding personal responsibilities 
to my family. 

“As 1 of the 3 Directors of TVA I will administer the TVA Act to the best of 
my ability and understanding in accordance with the intent of Congress as 
expressed in the TVA Act and amendments thereto. 

“T will join the other Directors or will individually support forward-looking 
plans and recommendations for the development of TVA, to the Congress and to 
the President. I will give due consideration to suggestions made by onyone 
who I believe to be appropriately concerned with the affairs of TVA, including 
groups and individuals who wish to make suggestions for the further development 
of TVA. In all cases, however, I will act according to the dictates of my own 
conscience, convictions, and judgment as to what is good for TVA, and I will 
follow to the best of my ability such legal course as may be necessary to execute 
my conclusions. 

“Further, if any President of the United States should ask the TVA Directors 
either to follow a general course of action or to take some specific action, I would, 
of course, give such request every consideration. 

“If I determined that the request was not in accord with the intent of the TVA 
Act or in my opinion not in the best interest of TVA I would not favor doing it 
and I would then follow such legal course as I considered to be in the best interest 
of TVA.” 

An unusual portion of the 7 days of hearings was devoted to a discussion of 
semantics, with particular emphasis upon whether or not I could appropriately 
take the TVA oath because I had stated that I was not highly enthusiastic about 
the spirit of TVA. The testimony will show that in testifying on this subject, I 
indicated only that my attitude was not doctrinaire. Webster’s unabridged dic- 
tionary, in explaining the synonyms of the word “enthusiast” states: “The 
term sometimes implies a subordination of judgment to enthusiasm.” 

I submit that, if TVA is to obtain favorable acceptance in the money market and 
thus a fair rate of interest on its revenue bonds to thus hold down power rates, 
judgment and stability are far more important than the management that would 
result from one who is inspired or possessed as indicated by the dictionary defini- 
tion of an enthusiast. 

If I may be permitted a bit of self-appraisal, I have never cried from the 
housetops as to what I was going to do, but I am proud of the praise I have 
received for the work I have done during my 30 years of public service. I have 
approached each new task with great hope and expectation, but advance bugle 
blowing does not fit my personality. 

During my 30 years of public service, I have taken many oaths, each of them 
with seriousness and determination to live up to them, and each without reserva- 
tion. 

I have worked with a large number of responsible people, and I have yet to 
experience a willingness on the part of any of my superiers and associates 
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(incidentally, of both political parties), to willingly permit me to terminate 
my services. 

I am disappointed that the committee has not seen fit to complete its hearings 
and vote on my confirmation. If, under any circumstances, I should become a 
Director of TVA, I will live up to my oath, which I will take without reservation, 
and to the statement of my attitude which I have made to the committee re- 
peatedly. I will approach my responsibilities with zeal, vigor, and determina- 
tion, but not as a zealot. 

The progress of TVA has been at a standstill entirely too long. I am convinced 
that reasonable men can find a mutually acceptable plan for breaking this 
deadlock. I sincerely believe that such a plan can be developed and enacted at 
an early session of the Congress. 

I sincerely hope that the outcome of the efforts of all of us in relation to TVA 
will ultimately contribute to its progress and continued service in its many areas 
of activity to the Tennessee Valley and to the Nation as a whole. 

Thank you very much. 

A. R. JONES. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., September 6, 1957. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D.C. 

My Dear Senator Cuavez: Thank you for your considerate offer to allow me 
to add, at any time, to the record of the hearings on my nomination as a Direc- 
tor of the Tennessee Valley Authority. 

Although others may wish to submit statements in my behalf at some future 
time, I would like to submit the following at this time: 

A. Copy of my letter to the President dated July 11, 1957. 

B. Letter from Raymond B. Harvey, secretary of the Kansas Corporation Com- 
mission, dated July 26, 1957, previously submitted, and copy of show-cause order 
with court decisions attached. 

C, Letter from Wayne E. Limbocker, former chief engineer of the Kansas 
Corporporation Commission, dated July 29, 1957. 

D. Copy of Letter to Hon. Dennis Chavez from James A. McCain, president 
of Kansas State College, dated August 9, 1957. 

E. Letter from James A. McCain (Jim), president of Kansas State Coilege, 
dated July 29, 1957. 

F. Copy of letter from Dave C. Doten to Senator Albert Gore, dated July 
1, 1957. 

Thank you very much for this courtesy. 

Very respectfully yours, 
A. R. JONEs. 
A 
JULY 11, 1957. 
The PRESIDENT OF THE UNITED STATES. 

My Dear Mr. PrEsipENT: Thank you sincerely for the confidence you have 
manifested in me by submitting to the Senate my nomination as a Director of 
the Tennessee Valley Authority. If that nomination is contirmed by the Senate, 
it will be my purpose to do everything I can to carry out the policies which you so 
clearly enunciated in 1952 when you asserted: 

“If I am elected President, TVA will be operated and maintained at maximum 
efficiency. 

“IT have a keen appreciation of what it has done and what it will be able to 
continue to do in the future. Under the new administration TVA will continue 
to serve and promote the prosperity of this great section of the United States.” 

I am proud of the opportunity I have had to serve your administration while 
working with Budget Director Brundage, his assistants, and the White House 
and Budget Bureau staffs. I believe that the experience gained in these asso- 
ciations will be most valuable to the future of TVA in the event I am confirmed. 

With great respect, 
(Signed) A. R. Jones. 
A. R. JONgEs. 
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Before the State Corporation Commission of the State of Kansas 
Docket No. 55,029-U 


In the Matter of the Cancellation or Elimination of all Dual or Overlapping 
Certificates of Convenience and Authority Held by Electric Public Utilities 
in the State of Kansas 

ORDER TO SHOW CAUSE 


Now, on this 22d day of May 1937, the above-entitled matter comes on for con- 
sideration and determination by the State Corporation Commission (Marion 
Beatty, Chairman, Harry G. Wiles and Richard C. Byrd, Commissioners) on 
the Commission’s own motion to consider all dual or overlapping certificates of 
convenience and authority held by electric public utilities in the State of Kan- 
Sas and the cancellation or elimination of such dual or overlapping certificates. 
The Commission, having examined its files and records, and being fully advised 
in the premises, finds : 

1. That the following electric cooperatives of the State of Kansas have peti- 
tioned the State Corporation Commission to “* * * set the matter of Dual Cer- 
tificates for hearing upon its own motion and at such time and place as it may 
determine but with such expedience as possible and that a determination of the 
present advisability of canceling the existing Dual Certificates in the State of 
Kansas be made after full hearing and that this Commission enter its order as in 
such cases made and provided by the statutes and rules and regulations of this 
Commission” : 

Alfalfa Electric Cooperative, Inc. 

Ark Valley Electric Cooperative Association, Inc. 

The Brown-Atchison Electric Cooperative Association, Inc. 
The Butler Rural Electric Cooperative Association, Inc. 
The C& W Rural Electric Cooperative Association, Inc. 

C. M. S. Electric Cooperative, Inc. 

The Coffey County Rural Electric Cooperative Association, Inc. 
The Cooperative Electric Power & Light Company, Inc. 

The D. S. & O. Rural Electric Cooperative Association, Ine. 
10 The Doniphan Electric Cooperative Association, Inc. 

11 The Flint Hills Rural Electric Cooperative Association, Inc. 
12 The Jewell-Mitchell Cooperative Electric Company, Inc. 

13 The Kaw Valley Electric Cooperative Company, Inc. 

14 Lane-Scott Electric Cooperative, Inc. 

15 Leavenworth-Jefferson Electric Cooperative, Inc. 

16 The Lyon County Electric Cooperative, Inc. 

17 Nemaha-Marshall Electric Cooperative Association, Inc. 

18 The Ninnescah Rural Electric Cooperative Association, Inc. 
19 N.C. K. Electric Cooperative, Inc. 

20 Pioneer Cooperative Association, Inc. 

21 The P. R. & W. Electric Cooperative Association, Inc. 

22 The Radiant Electric Cooperative, Inc. 

23 The Sedgwick County Electric Cooperative Association, Inc. 
24 The Sekan Electric Cooperative Association, Inc. 

25 The Smoky Hill Electric Cooperative Association, Inc. 

26 The Smoky Valley Electric Cooperative Association, Inc. 
27 Sumner-Cowley Electric Cooperative, Inc. 

28 The Twin Valley Electric Cooperative, Inc. 

29 The Victory Electric Cooperative Association, Inc. 

2. That the following electric public utilities now offer electric service to the 
citizens of Kansas under authority of certificates of convenience and authority 
granted by orders of this Commission pursuant to G. S. 1949, 66-13 

1 Alfalfa Electric Cooperative, Inc. 

2 Ark Valley Electric Cooperative Association, Inc. 

3 The Brown-Atchison Electric Cooperative Association, Inc. 
4 The Butler Rural Electric Cooperative Association, Inc. 

5 TheC & W Rural Electric Cooperative Association, Inc. 

6 The Caney Electric Company 

7 The Caney Valley Electric Cooperative Association, Inc. 

8 Central Kansas Electric Cooperative, Inc. 
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9 The Central Kansas Power Company 
10 ©. M.S. Electric Cooperative, Inc. 
11 The Coffey County Rural Electric Cooperative Association, Inc. 
12 Consumers Public Power District 
13 The Cooperative Electric Power & Light Company, Inc. 
14 The D. S. & O. Rural Electric Cooperative Association, Inc. 
15 The Doniphan Electric Cooperative Association, Inc. 
16 Empire District Electric Company 
17 The’Flint Hills Rural Electric Cooperative Association, Inc. 
18 Great Plains Electric Cooperative, Inc. 
19 The Jewell-Mitchell Cooperative Electric Company, Inc. 
20 Kansas City Power & Light Company 
21 Kansas Gas and Electric Company 
22 The Kansas Power and Light Company 
23 The Kaw Valley Electric Cooperative Company, Ine. 
24 Lane-Scott Electric Cooperative, Inc. 
25 Leavenworth-Jefferson Electric Cooperative, Inc. 
26 The Lyon County Electric Cooperative, Inc. 
27 Nemaha-Marshall Electric Cooperative Association, Inc. 
28 The Ninnescah Rural Electric Cooperative Association, Inc. 
29 N. C. K. Electric Cooperative, Inc. 
30 Northwest Kansas Electric Cooperative Association, Inc. 
31 The Norton-Decatur Cooperative Electric Company, Inc. 
32 Pioneer Cooperative Association, Inc. 
33 The P. R. & W. Electric Cooperative Association, Ine. 
34 The Radiant Electric Cooperative, Inc. 
35 The Sedgwick County Electric Cooperative Association, Inc. 
36 The Sekan Electric Cooperative Association, Inc. 
37 The Smoky Hill Electric Cooperative Association, Inc. 
38 The Smoky Valley Electric Cooperative Association, Inc. 
39 Southwest Kansas Power, Inc. 
40 Southwestern Public Service Company 
41 Sugar Valley Electric Cooperative Association, Inc. 
42 Sumner-Cowley Electric Cooperative, Inc. 
43 The Twin Valley Electric Cooperative, Inc. 
44 The Victory Electric Cooperative Association, Inc. 
45 Western Cooperative Electric Association, Inc. 
46 Western Light & Telephone Company, Inc, 
47 Wheatland Electric Cooperative, Inc. 

3. That the forty-seven electric public utilities now offering electric service 
in the State of Kansas are public utilities as defined by G. S. 1955 Supp., 66-104 
and are subject to the jurisdiction of this Commission. 

4. That many of the certificates of convenience and authority now held by 
said electric publie utilities authorize two or more said electric public utilities 
to offer service in a given area. 

5. That such dual or overlapping certificates may result in duplication of 
physical plant, economic waste and be detrimental to the public interest. 

6. That the forty-seven electric public utilities authorized to operate in the 
State of Kansas under the authority and jurisdiction of this Commission should 
be directed and required to show cause, if any there be, why all dual or over- 
lapping certificates of convenience and authority should not be canceled or elimi- 
nated. 

7. That a public hearing should be held in respect to the matters herein. 

It is, therefore, by the Commission ordered : 

That the forty-seven electric public utilities as listed in Finding No. 2 above, 
authorized to operate in the State of Kansas under the authority and jurisdiction 
of this Commission, appear and show cause, if any there be, at a public hearing 
hereinafter ordered, why any or all dual or overlapping certificates of con- 
venience and authority now outstanding should not be canceled or eliminated. 

It is further by the Commission ordered: That a public hearing be held in 
respect to the matters herein commencing on the 23d day of September 1957, 
at 10 o’clock a. m. in the Commission’s Hearing Room, Fourth Floor, State 
Office Building, Topeka, Kansas. 

By the Commission it is so ordered. 


[SEAL] RAYMOND B. Harvey, Secretary. 
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C 
MIssouRI DIECASTING Co., 
St. Louis, Mo., July 29, 1957. 
Mr. A. R. JONEs, 
Bureau of the Budget, ’ 
Washington, D. C. 

DEAR ARNOLD: With reference to your letter of July 25, 1957, concerning the 
article by Nat Caldwell in the July 21, 23, and 24 issues of the Washington Post 
and Times Herald the following are comments as I remember them. 

July 21, 1957, issue of Washington Post and Times Herald: In 1937 when I 
went to work for the commission the Rural Electrification Administration was 
new and no policies had been definitely established either by the REA or the 
State of Kansas. 

After due deliberation and consultation with both Federal and local REA 
representatives and with considerable legal advice from interested and non- 
interested attorneys the commission came to the conclusion that an REA utility 
was a public utility under the jurisdiction of the State corporation commission. 
As I remember most of the REA representatives agreed to the decision although 
a few promoters looking for large engineering fees from REA did not like to be 
under any jurisdiction. It required them to present their cases in an orderly 
and accurate manner. As I remember the REA did not contest this decision 
and instructed all cooperatives to follow the public utility laws of Kansas. 
All of this took place before you were on the commission. From then on the 
same policy was followed until I resigned from the commission about 1944. 

During that period the Rural Electrification Administration developed in an 
orderly and rapid manner. We were often praised by both local and Federal 
representatives of the REA on the systematic and orderly manner of develop- 
ment with the minimum of disputes and legal contests. So I am surprised that 
after 20 years I find that we had trouble. I am certain with the good legal 
accounting and engineering talent available to the REA that if anything had 
been amiss they would have brought legal action at once. If I remember right 
you had very little to do with the REA and all decisions were made by 3 com- 
missioners and were unanimous under the 3 different administrations that | 
served. 

In all cases we helped the REA, took valuable territory away from other 
public utilities, accepted all rates filed by the REA both wholesale and retail. 
and did everything within the law to reduce wholesale rates. 

I believe the record will indicate that during the years I served as chief engi- 
neer that Kansas experienced a decrease in electric rates greater than any like 
period in the history of Kansas, and all of this was done at less expense than 
any other commission in the United States. 

I do not know what the rate structures are today but if they are high it is 
within the power of the present commission to reduce them as we did. 

As for the service the cooperatives could or could not give the orders were 
contained in the certificates of convenience and necessity, which as I remember 
required them to serve all customers within their territory and did not allow 
any invasion by other REA or public utilities unless service was not available, 
and then only after a public hearing and subject to review by the proper court. 

Since the privately owned public utilities had certificates of convenience and 
necessity which required them to serve a definite area it was necessary to take 
this territory away from the utilities in order for the REA to obtain territory 
this was done by giving to any REA applicant territory that was not adequately 
served by the utility involved. We endeavored to avoid duplication of facilities 
that would spell disaster for the REA companies and prevented all utilities both 

REA and private from raiding each other’s territory. 

At that time we were cited by the REA and other States as having the most 
efficient and economical laws of providing rural service to the farmers of Kansas. 

July 23 issue of Washington Post and Times Herald: This article deals with 
the firm of accountants which at one time you were a member. All I can say is 

that I did not even know them and as far as I know they did not enter any 
telephone, gas, or power cases while you were there. We handled all accounting 
with our own employees none of whom you knew when I hired them. 

July 24 issue of Washington Post and Times Herald: This article deals with 
your character. As far as I know you never suggested any irregularities and 
made very few suggestions about my recommendations which in general were 
approved by the commission. I can say I enjoyed working with you and as far 
as I was concerned was not involved in any politics or personal opinions and 
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endeavored to administer my department in accordance with the law. The only 
reverse decision during my stay with commission was a case of inductive inter- 
ference where I recommended in favor of the REA. My recommendation was 
later approved by the commission but turned down by the court. I do not 
remember if you were there then but I do think we did fairly good to have only 
one case reversed among the many orders we issued. 

These articles all add up to politics and in this case private incentive or public 
ownership. There appears to be no meeting ground you either have to be for or 
against and if we erred in any manner it Was that we took a neutral stand and 
tried to be legal and fair to all parties. In one of the articles it mentions legal 
expense paid by the citizens of Kansas. First the law requires the utilities to 
pay all expenses of the utilities division of the commission and the expense was 
small over the period cited. This can be verified by checking costs in other 
States. As for hiring outside help I did not like to but to keep a staff of attorneys 
large enough to handle all cases would be expensive. However during my period 
there was only one time we hired special attorneys for the utility division and 
that was during a statewide telephone case. I do not remember of hiring any 
attorneys at any other time. It is rather a joke to say I spent too much money 
as I was criticized for being too economical. I have often wondered about the 
expenses before and after I left, especially now. 

Yours truly, 
WAYNE E. LIMBOCKER. 


D 


MONTREUX, SWITZERLAND, August 9, 1957. 
Hon. DENNIS CHAVEZ, 
United States Senator from New Mexico, 
Washington, D.C. 

DrEAR SENATOR CHAVEZ: My attention has just been called to three articles 
recently appearing in the Washington Post questioning the fitness of Mr. Arnold 
Jones, Deputy Director of the Budget, for appointment to the Tennessee Valley 
Authority Commission for which the President has nominated him. Since I am 
in a position to correct erroneous statements in these articles, I feel I should 
write to you as a member of the Senate committee that will give consideration to 
Mr. Jones’ appointment. 

Mr. Jones was not demoted from the position of dean of financial administra- 
tion at Kansas State College prior to becoming Deputy Director of the Budget, as 
stated in the articles. As president of the college since 1950, | am the one person 
who could have taken such action. The facts are that Mr. Jones voluntarily 
took a 6 months’ leave 3 years ago to prepare himself for teaching and on 3 
separate occasions asked that he be transferred from administration to a teach- 
ing position. Because of his great value to the college as financial officer, | twice 
persuaded him to remain in this post. In response to his third request, I agreed 
to make the transfer if and when a suitable replacement could be employed. At 
the time Mr. Jones was called to the Bureau of the Budget in 1956, I had consid- 
ered a number of persons for his position but had found none of them qualified. 
I should have attempted to retain his services as financial officer for a third time 
if I had not located a satisfactory replacement. Under these circumstances, 
there was of course no occasion to announce his transfer since actually it had 
never been accomplished. If I seem to belabor this point, it is because much was 
made of it in the articles in question and I feel it desirable to set the record 
straight. 

At least by innuendo, the (Caldwell) articles questioned Mr. Jones’ integ- 
rity. I have been intimately associated with him for 7 years and can assure 
you that he is scrupulously honest, almost to a fault, in both his personal and 
his professional life. One of his great assets to the college in appearances before 
regents, legislative committees, and State officers was his reputation for prepar- 
ing meticulously honest, accurate, and complete financial reports. It was uni- 
versally assumed that the budgets and budget requests prepared in his office 
would contain no padding or devious accounting. 

Questions were also raised about Mr. Jones’ attitude toward TVA. It hap- 
pens that I myself greatly admire the Tennessee Valley Authority and its con- 
tributions to the economic and cultural development of its area. I feel sure 
that Mr. Jones would have been unwilling to accept appointment to the Com- 
mission unless he was prepared to give unstinted support to TVA. One of his 
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most marked characteristics is an almost fanatical loyalty to persons and 
organizations for which he works. 

I hope very much that these comments will assist you in forming a valid judg- 
ment about the qualifications of Mr. Jones. 


Respectfully yours, 
JAMES A. McCaIn, 


President, Kansas State College. 


MONTREUX, SWITZERLAND, July 29. 


Dear ARNOLD: Your letter of July 25 and its enclosures reached me this morn- 
ing as I was leaving the hotel to drive over to Grenoble in France to visit the 
university there. I have returned to my room to dash off this note to you on 
my faithful Hermes. 

I have never read such a mish-mash of inaccuracies or illogical conclusions 
drawn from factual statements as are contained in the three articles about you. 
The statements by your friends, for example, are twisted into derogatory opin- 
ions. Of course, I resent very much the implications as to how we run the col- 
lege and the domination by the Republican old guard, etc. 

The main reason for rushing this reply to you is to offer you every possible 
assistance, even to flying over and testifying in your behalf, if you need me. 

Janet, Sheila, and Betty join me in sending you, Ruth, and Ginna Lou our 
warmest regards. Please give Dickie our congratulations on his high school 
graduation and scholarship to Cal. Tech. And keep that Welch chin high in 
the air. 

Sincerely, 
JIM. 

P. S. Janet says it’s mightful peaceful in these Swiss Alps so you had 
better fly over and enjoy it with us. J. 


KF 
JULY 1, 1957. 
Hon. ALBERT GORE, 
Senate Office Building, Washington, D. C. 

Dear ALBERT: The children are in the YWCA and YMCA camps in the Ozarks 
so Ferina and I took off for a couple of days and drove up to Kansas and Kansas 
City. We returned from the Ozarks last night and I noticed in the Memphis 
papers that my good friend A. R. Jones had been nominated for the post of 
Director of the TVA. 

I have known A. R. Jones for over 30 years. We first met at our fraternity 
house in Manhattan when he was a student at Kansas State University andI a 
student at Nebraska University. 

When I served in the Kansas Legislature, A. R. was assistant director of the 
budget. He later was appointed to the Kansas Corporation Commission. I 
have had many pleasant associations with him and have had opportunities of 
observing the efficiency with which he managed the affairs of his office. 

We have always been on the opposite side of the fence politically. It has been 
my Observation, however, that A. R. has received these various assignments of 
public trust because of his ability and devotion to duty rather than as rewards 
for his political activities. I recall when he was appointed to the corporation 
commission he wrote me: “I feel that this is going to be an interesting oppor- 
tunity to serve the State of Kansas.” 

I do not know his philosophy as to such public power projects as the Tennessee 
Valley Authority but trust that it is such that you will be able to vote for his 
confirmation. The TVA is of such importance to your constituents as well as the 
country as a whole, that I know you will study his background and philosophy of 
government very closely. 

I want you to know that I can vouch for his honesty of purpose and personal 
integrity. His reputation and character are without blemish and he is one of 
the most personable men I have ever met. In my opinion, you can give full 
faith and credit to any statement he makes to you or the committee that inter- 
rogates him. 
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After the VF W congressional dinner in February, Mr. Jones came over to our 
Tennessee table and I’m sorry that you weren’t there so that the two of you 
could have become acquainted. You were still at the speakers’ table. 

iverything looks good for your reelection next year. My travels and connec- 
tions haven't even revealed a rumor of a strong contender. You have done such 
an exceptionally good job that I don’t think anyone in his right mind will try 
to unseat you. 

Trust you, Pauline, Nancy, and Al are all well and am looking forward to 
seeing you in Memphis after the Senate adjourns. 

With warmest personal regards and best wishes, I am, 

Sincerely your friend, 
D. C. Doren. 


CHILD & WATERS, INc., 
New York, N. Y., August 30, 1957. 
Senator Rogpert S. Kerr, 
Senate Public Works Subcommittee, 
Senate Office Building, Washington, D. C. 


Dear SENATOR KERR: This is with reference to the President’s nomination of 
Arnold R. Jones to be a director of the Tennessee Valley Authority. Although 
it may be too late for action of your committee at this session of Congress, I 
assume your committee will hear testimony on this subject at an early time in 
the next session of Congress. 

I would like to put in the record the fact that I had the opportunity to observe 
at first hand Mr. Jones’ ability in staff assignments during World War II. At 
that time I was a lieutenant colonel in the International Division of the Head- 
quarters Army Service Forces. Mr. Jones was a staff officer in charge of im- 
portant planning and administrative work involving the supply of hundreds of 
millions of dollars’ worth of essential goods to theater commanders in all parts 
of the world. 

Today it is extremely difficult to find competent executive personnel to deal 
with public problems, such as are involved in the Tennessee Valley Authority. 
Our Government would be extremely fortunate, in my opinion, if it could have 
as a director of this Authority a man with Arnold Jones’ ability and experience. 

If I can be of further assistance in giving testimony as to Mr. Jones’ com- 
petence for this assignment, I would be delighted to come to Washington to do so. 

Sincerely, 
SOMERSET R. WATERS. 





STATEMENT BY E. H. WRIGHT, PRESIDENT, TENNESSEE VALLEY PUBLIC PoWER ASSO- 
CIATION AND MANAGER, SOUTHWEST TENNESSEE ELECTRIC MEMBERSHIP CORPORA- 
TION, BROWNSVILLE, TENN., ON NOMINATION OF ARNOLD R. JONES TO THE TVA 
BoarpD OF DIRECTORS 


My name is E. H. Wright. I am manager of Southwest Tennessee Electric 
Membership Corp., an electric cooperative headquartered at Brownsville, Tenn., 
and serving some 18,000 consumers. 

This statement is being submitted also in my capacity as president of the 
Tennessee Valley Public Power Association, an organization of the municipal 
and cooperative distributors of TVA power. 

There are 150 of these municipal and cooperative distributors, serving some 
6 million people in the Tennessee Valley. Anything that affects TVA affects 
these locally owned, locally managed power systems, because we buy our elec- 
tric power at wholesale from TVA. We are partners with TVA in the power 
program in the Tennessee Valley. These distribution systems have invested 
more than half a billion dollars in facilities to deliver TA-generated power to 
our consumers. 

On April 22, 1957, I sent a letter as president of the Tennessee Valley Public 
Power Association to President Eisenhower stating our views on the require- 
ments for a TVA Director to succeed Dr. Harry A. Curtis. I am attaching this 
letter as exhibit A. I received a reply from a White House assistant stating 
that my letter had been received. 

In that letter I said: “Mr. President, we know that with your influence and 
prestige you can demand and get the services of America’s leading citizens. 
You ean get a man who is above partisan polities, who is as dedicated to the 
public service as TVA’s own staff, who believes firmly in the purposes and goals 
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of TVA, and who will command the respect and admiration that should go with 
service in an agency of TVA’s national and international significance. You can 
persuade a man to serve in this position who is of such stature that the region, 
the Nation, and the world will hail his appointment as a statesmanlike move.” 

Sometime after the President had nominated Arnold R. Jones to fill Dr. Curtis’ 
position on the TVA Board, the executive committee of the Tennessee Valley 
Public Power Association had a meeting to discuss the association’s position on 
this important nomination. Members of the executive committee had discussed 
the matter with many other members of the association. We unanimously voted 
that the Tennessee Valley Public Power Association be in opposition to the con- 
firmation of Mr. Jones. 

The executive secretary of this association, on instruction from the executive 
committee, wrote a letter to Senator Albert Gore, a member of this committee, 
setting forth our views on the matter. 

We opposed Mr. Jones’ confirmation on the grounds that (1) he did not measure 
up to the qualifications set out in my letter to President Eisenhower, and that he 
was not of the stature a TVA Board member should be; (2) we feared he would 
have built up some antagonism toward the TVA through his service on the staff 
of the Budget Bureau (and I might add that his testimony has more than con- 
firmed this fear) ; (3) his letter of April 29 to Senator Dennis Chavez, chairman 
of this committee, advocated measures relating to the TVA self-financing bill 
that we are most vigorously opposed to; and (4) the Board was fearful that he was 
selected with the purpose of accomplishing through administrative procedure 
those things that the Bureau of the Budget and the White House had not been 
able to do through legislative procedure. 

I have attended the hearings during the past week, but was unable to remain in 
Washington to appear in person on this matter due to the press of business at 
home. However, I will say that Mr. Jones’ testimony indicates clearly to me that 
he should not be confirmed as a TVA Director. He would, in my opinion, help 
the present TVA Board Chairman in turning control of TVA over to the Bureau 
of the Budget. 

Mr. Jones has said that he feels TVA could “live with” provisions in the TVA 
Act taking away TVA’s right to use it own power revenues to add generating 
units at existing power plants, and with provisions putting TVA under the con- 
trol of the Bureau of the Budget. This testimony alone is sufficient to prevent 
him from honestly expressing a helief in the wisdom and feasibility of the TVA 
Act. The issue here is whether the Congress controls TVA or whether the Presi- 
dent does. It is my belief that the TVA Act was intended to put control of TVA 
in the hands of the Congress, with the TVA Board being given both the authority 
for and the responsibility for carrying out the intent of Congress. Mr. Jones has 
indicated that he would be a puppet of the White House and the Bureau of the 
Budget. 

On behalf of some 6 million people who use TV A-generated electricity, and who 
feel the President has the responsibility to appoint a TVA Director who is in com- 
plete, wholehearted sympathy with the TVA Act, I urge this committee to reject 
the nomination of Arnold R. Jones. 


Tue WHiIre Hovuske, 
Washington, April 30, 1957. 
Mr. EF. H. Wrieurt, 
President, Southwest Tennessee EMC, 
Brownsville, Tenn. 

DEAR Mr. Wricut: The President has asked me to thank you very much for 
your letter of April 22 regarding the Tennessee Valley Authority. He appre: 
ciates your writing in such detail giving him your views in this connection and 
wishes me to assure you that they will be given most careful thought. 

Sincerely, 
Rospert GRAy, Special Assistant. 





Pusiic-PowER Group Urces Rient Cuolice To Fir TVA VACANCY 


(HATTANOOGA.—The Tennessee Valley Public Power Association urged Pres- 
ident Eisenhower to “use your tremendous prestige to demand the services of a 
leading American” to fill a forthcoming vacancy on the TVA Board of Directors. 
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Dr. Harry A. Curtis, whose term on the TVA Board will expire May 18, is 
not expected to seek reappointment. He will be 73 years old when his present 
term ends. 

The association, composed of local power systems in the Tennessee Valley 
area, Said in a letter to the President that “this appointment is not just to a re- 
gional board; it is an appointment that will be examined over the Nation, indeed 
in many parts of the world.” 

E. H. Wright, of Brownsville, Tenn., president of the Tennessee Valley Public 
Power Association, wrote that his organization “submits no name, or list of 
names.” 

“We sincerely ask that you use your tremendous prestige to select an Ameri- 
can worthy of the great record TVA has made in the past, and worthy of the 
challenge TVA and all resource development projects face in the years ahead,” 
Wright said. 

“You can get a man who is above partisan politics, who is as dedicated to 
the public service as TVA’s own staff, who will command the respect and admira- 
tion that should go with service in an agency of TVA’s national and international 
significance,’ Wright stated. 

The power association president said : 

TVA “is an international symbol for people of free nations all over the 
globe,” as shown by the fact that representatives of 80 nations came to study 
TVA during 1956 alone. 

TVA is national in its benefits, and “to think of it only in terms of one 
region is to infer that parts of this Nation are not interrelated and interde- 
pendent.” 

“TVA is the world’s outstanding éxample of comprehensive development of a 
river,” with present assets of $2 billion. 

“This one appointment will indicate to people all over the world your belief 
that TVA is, indeed, a national asset and an international symbol,” Wright wrote 
the President. 

The Tennessee Valley Public Power Association’s member systems distribute 
TVA power to some 6 million people in the 80,000-square-mile area covered by 
TVA’s power network. 

In addition to Dr. Curtis, present members of the TVA Board are Chairman 
Herbert Vogel and Dr. Raymond R. Paty. The term of Vogel, an Eisenhower 
appointee who replaced former Chairman Gordon Clapp, runs until 1963. Dr. 
Paty’s present term expires on May 18, 1960. 


Exnursit A 


TENNESSEE VALLEY PUBLIC POWER ASSOCIATION, 
Chattanooga, Tenn., April 22, 1957. 
THE PRESIDENT, 
The White House, 
Washington, D.C. 

DEAR Mr. PRESIDENT: On behalf of electric power systems distributing TVA 
power to some 6 million people, we are writing to let you know our views on the 
appointment of a new member to the TVA Board of Directors. 

Dr. Harry A. Curtis’ term will expire on May 18, 1957. We have the greatest 
respect for his ability and dedication, but Dr. Curtis has said he does not wish 
reappointment. 

Although we live and work in the same valley as the Directors and employees 
of TVA, we see tremendous effects of TVA’s program far beyond the Tennessee 
Valley—in other parts of our Nation, and, in fact, all over the world. 

Last year alone representatives of 80 nations came to study TVA. This is a 
remarkable tribute to TVA, and illustrates better than words the plain fact 
that TVA is an international symbol of democratic imagination and democartic 
processes at work. In 1 year 2,600 people from these 80 nations came to study 
TVA’s operations and methods. And another 2,000 people came from 34 States 
in this Nation—to study TVA, not just to sight-see. 

TVA is the world’s outstanding example of comprehensive river development. 
Twenty projects either under way or proposed in various parts of the world 
follow much of the TVA pattern. 

Without going into more detail, we wish simply to make this vital point: 
TVA is more than a regional agency; more than just a Federal power system. 
It is an international sumbol to people of free nations all over the globe—a 
symbol of democratic methods and democratic ingenuity and enterprise applied 
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to one of mankind’s most challenging problems: how to develop natural re- 
sources for the benefit of the. most people. TVA carries a vital international 
message—a message that people from all over the world can see and study and 
carry home to their own lands. 

John Gunther summed it up when he wrote: “Quite possibly the TVA idea is 
the greatest single American invention of this century, the biggest contribution 
the United States has yet made to society in the modern world.” 

Just as TVA is an international symbol, it is also an asset to our entire Na- 
tion. To think of it only in terms of one region is to infer that the parts of this 
Nation are not interrelated and interdependent. 

We stress TVA’s national and international importance to emphasize the need 
for a man of national stature to serve on the TVA Board of Directors. 

In 19383 when a House-Senate conference committee was putting the final 
touches on the TVA Act, the House conferees had this to say: “We are fully 
persuaded that the full success of the Tennessee Valley development project will 
depend more upon the ability, vision, and erecutive ability of the members of the 
Board than upon legislative provisions.” [Italic supplied.] 

Today, this is the essence of the challenge involved in selecting a new Di- 
rector for TVA. This is no ordinary agency; it demands a high type man as 
its new Director—a man of ability, vision, executive ability, and one who is 
dedicated to the purposes and goals of TVA. We believe this should be a non- 
political appointment, just as TVA’s own personnel policy is nonpolitical. 

Mr. President, we know that with your influence and prestige you can demand 
and get the services of America’s leading citizens. You can get a man who is 
above partisan politics, who is as dedicated to the public service as TVA’s own 
staff, who believes firmly in the purposes and goals of TVA, and who will com- 
mand the respect and admiration that should go with service in an agency of 
TVA’s national and international significance. You can persuade a man to 
serve in this position who is of such stature that the region, the Nation, and 
the world will hail his appointment as a statesmanlike move. 

We feel deeply that this one appointment will indicate to people all over the 
world your belief that TVA is, indeed, a national asset and an international 
symbol. 

We ask, sincerely and prayerfully, that you use your tremendous prestige to 
select an American worthy of the great record TVA has made in the past, and 
worthy of the challenge TVA and all resource development projects face in the 
years ahead. 

Your respectfully, 


x 








E. H. Wrient, President. 
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